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FOREWORD 

In  Tkw  of  the  unexampled  expansion  of  thjs 
nation's  domestic  and  foreign  commerce^  and  the 
prospects  of  its  further  development,  the  booklet 
on  Tinandng;  Domestic  and  Foreign  Trade," 
which  we  have  prepared  and  herewith  issue, 
should  be  found  most  timely  and  useiuL  It  has 
been  our  aim  to  present  this  subject  in  a  clear  and 
comprehensive  manner,  and  we  believe  that  it 
will  prove  both  interesting  and  valuable  to  the 
business  community  of  the  country. 

American  Exchange  National  Bank 

LEWIS  L.  CLARKE,  Preddent 
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ry  notes  are  also  secured  by  the  pledging  of  speci&c 
scurity.  This  property  may  be  stocks,  bonds,  ware- 
i,  indorsed  bills  of  lading,  etc.  Like  other  forms  of 
■edit  instruments,  these  collateral  notes  are  the  em- 
ccounts  receivable,  or  actual  existing  values. 


Aceonnta  Rocarrabls 

g  is  also  done  on  the  security  of  accounts  receivable. 
nay  be  negotiable  with  a  bank  if  the  character  of  the 
leir  paying  ability  be  sufficiently  high  to  warrant  con- 
ir  being  liquidated  within  a  certain  time.  Open  ac- 
rtr,  are  subject  to  disputes  and  counterclaims.  If 
ged  from  a  nebulous  to  a  concrete  form — from  book 
cceptances — they  immediately  become  a  much  more 
isis  for  borrowing. 


Oth«r  ClassM  of  Loans 

*  permanent  improvement,  such  as  the  purchase  of 
ry,  buildings,  or  other  fixed  assets,  are  usually  repre- 
cks  and  bonds  (the  latter  with  mortgage  security), 
ital  for  the  purpose  of  financing  a  business  operation, 
rrowing  is  the  most  customary.  Such  loans  should 
IS  off  by  the  conversion  into  money  of  the  commodi- 
!ie  basis  of  the  loan.  In  loans  for  carrying  securities, 
tioo  of  any  sort,  the  security  must  be  sold  in  order  to 
tij.  In  commodity  loans  the  security  must  be  con- 
id  for.  Furthermore,  it  is  not  customary  for  a  mer- 
1  standing  to  put  out  both  his  "single-name  paper" 
les,"  for  if  he  borrows  on  his  open  credit  and  then 
receivable  he  parts  with  one  of  his  quickest  assets 
ne  time,  has  a  secondary  obligation  outstanding,  thus 
:  financial  condition. 


The  Grantiiig  of  Cradh 

There  are  no  fixed  rules  or  infallible  tests  as  to  the  grantiog 
of  credit.  It  is,  of  course,  essential  that  the  borrower  shall  have  a 
good  business  reputation  and  that  he  give  evidence  of  his  capacity 
to  conduct  his  business  efficiently.  Also,  he  should  have  sufficient 
resources  so  that  his  borrowings  may  be  only  for  his  current  needs. 
The  financial  statement  furnished  by  the  borrower  (which  is  one 
of  the  bases  for  determining  the  quality  of  commercial  paper) 
should  be  of  as  recent  a  date  as  possible.  It  will  be  of  more  value 
if  it  can  be  compared  with  previous  statements  in  order  to  show 
how  the  business  has  progressed,  and  its  analysis  should  show  the 
ratio  of  quick  assets  to  quick  liabilities. 


The  financkig  of  domestic  trade  has  been  considerably  facili- 
tated by  the  amendment  to  the  Federal  Reserve  Act  which  permits 
banks  to  lend  their  credit  on  domestic  acceptances,  as  well  as  on 
those  growing  ont  of  exportations  and  importations.  This  should 
give  a  considerable  impetus  toward  the  conversion  of  book  accounts 
into  the  highly  desirable  form  of  trade  acceptances. 


Trad*  Acc«ptaiic«s  Defined 

A  "trade  acceptance"  is  a  time  draft  drawn  by  the  seller  of 
merchandise  on  the  buyer  for  the  purchase  price  of  the  goods,  and 
accepted  by  the  buyer,  payable  on  a  certain  date  at  a  certain  place. 

The  latest  official  definition  of  a  bill  of  exchange  and  a  trade 
acceptance  is  in  Regulation  B,  Series  of  1916,  issued  by  the  Federal 
Reserve  Board,  as  follows: 

"A  bill  of  exchange,  within  the  meaning  of  this  regulation,  is 
defined  as  an  unconditional  order  in  writing,  addressed  by  one 
person  to  another,  other  than  a  banker  ♦  *  *,  signed  by  the  per- 
son giving  it,  requiring  the  person  to  whom  it  is  addressed  to  pay 
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in  the  United  States,  at  a  fixed  and  determinable  future  time,  a  ton 
certain  in  dollars  to  the  order  of  a  specified  person ;  and 

"A  trade  acceptance  is  defined  as  a  bill  of  exchange  drawn  b; 
the  seller  on  the  purchaser  of  the  goods  sold,  and  accepted  by  such 
purchaser." 


The  same  regulation  also  explains  a  bankers'  acceptance,  as 
follows : 

"A  bankers'  acceptance,  within  the  meaning  of  this  regula- 
tion, is  a  bill  of  exchange  of  which  the  acceptor  is  a  bank  or  trust 
company,  or  a  firm,  person,  company,  or  corporation,  engaged  in 
the  business  of  granting  bankers'  acceptance  credits." 

In  other  words,  the  buyer  of  the  merchandise  arranges  with  a 
bank  or  other  party  to  "accept,"  thus  lending  its  credit  for  which 
the  buyer  gives  satisfactory  security  and  pays  a  c 


Objeclions  to  I>om«stic  Trade  Acc«ptane«i 

An  analysis  of  the  objections  that  have  been  advanced  to 
domestic  trade  acceptances,  as  a  result  of  several  months'  discussion, 
according  to  an  address  by  R.  H.  Treman,  Deputy  Governor,  Fed- 
eral Reserve  Bank  of  New  York,  shows  that  "most  of  them  are 
based  either  on  an  over-conservative  desire  to  cling  to  preseat 
methods,  however  crude  and  unscientific,  or  on  a  narrow  viewpoint 
that  sees  only  local,  limited  or  temporary  conditions,  or  (and  this 
is  perhaps  the  principal  basis)  on  a  total  lack  of  understanding  what 
the  trade  acceptance  system  is  and  how  flexibly  it  can  be  accom- 
modated to  our  business  needs." 


Advantages  of  Domestic  Trade  Acceptances 

The  advantages  that  have  been  developed  by  the  recent  use 
of  accepUnccs  in  the  financing  of  domestic  trade,  and  the  principal 
reasons  for  their  adoption  are  summarized  as  follows : 


That  the  dead  capital  of  open  book  accounts  can  be  trans- 
ferred into  the  live  capital  of  trade  acceptances,  which  are  self- 
liquidating  commercial  credit  paper  available  for  the  payment  of 
debts,  and  which,  when  discounted  like  promissory  notes,  become  a 
basis  for  the  issue  of  currency  and  bank  reserves  under  the  Federal 
Reserve  Act 

That  trade  acceptances  show  that  they  are  the  result  of  bona- 
fide  commercial  transactions,  and  that,  being  two-name  drafts, 
they  are  more  likely  to  be  paid  at  maturity  than  single-name 
promissory  notes,  and  that,  therefore,  they  are  safer,  more  liquid 
and  more  desirable  for  bankers. 

That  the  trade  acceptance  system  is  better  than  the  open 
account  system,  because  the  seller  has  an  acknowledgment  in  writ- 
ing of  the  account  and  is  therefore  in  a  better  position  to  enforce 
its  collection.  The  use  of  acceptances  will  tend  to  reduce  the  per- 
centage of  loss  by  bad  debts  and  save  the  interest  on  overdue 
accounts. 

Instead  of  the  manufacturer  or  jobber  being  obliged  to  borrow 
heavily  to  finance  the  retailer,  thus  acting  as  a  banker  for  his  cus- 
tomers, it  places  the  distribution  of  credit  with  the  banks,  where 
it  belongs. 

That  the  tendency  is  for  those  who  settle  by  trade  acceptances 
to  be  regarded  with  preference,  like  those  who  discount  their  pur- 
chases for  cash.  Trade  acceptances,  moreover,  minimize  the  prac- 
tice of  taking  unearned  or  unauthorized  discounts,  curb  the  return- 
ing of  merchandise,  tend  to  stop  the  pernicious  practice  of  assign- 
ing or  hypothecating  book  accounts  to  secure  working  capital,  thus 
reducing  the  overhead  costs  of  doing  business  and  enabling  the 
manufacturer  and  jobber  to  sell  at  lower  prices,  at  the  same  time 
bringing  about  a  general  improvement  in  the  merchandising  system 
by  placing  it  on  a  sounder  basis. 

Finally,  "that  the  Federal  Reserve  Board,  recognizing  the 
advantage  of  the  trade  acceptance,  has  authorized  special  rates  of 
discount  for  this  class  of  paper,  and  that  all  Federal  reserve  banks 
in  establishing  rates  have  made  a  rate  generally  5^  of  1  per 
cent.  lower  for  trade  acceptances  than  the  rate  for  promissory 
notes." 
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Financing  Um  SCaplas 

The  methods  of  finaacing  ceitain  specific  lines  of  domestic 
business  vary  according  to  commercial  customs  that  have  become 
established  in  connection  with  each  trade  and  industry.  Raw 
material  is  financed  by  a  bill  of  exchange  with  documents  attached, 
which  are  released  on  payment  of  the  draft,  the  right  to  the  pos- 
session of  the  goods  resting  with  the  party  to  whom  the  bill  of 
lading  is  endorsed.  Banks  hold  the  documents  as  collateral  security 
for  the  loan,  and  are  accustomed  to  extend  such  credit  freely  within 
the  limits  of  a  reasonable  fluctuation  in  market  prices.  When  the 
commodity  is  stored  in  a  warehouse  or,  if  grain,  in  an  elevator,  the 
bill  of  lading  is  replaced  by  a  warehouse  or  trust  receipt,  a  new  bill 
of  lading  being  issued  when  the  commodity  moves  again. 


Cotton 

In  the  movement  of  the  great  staples,  especially,  the  part  the 
bank  plays  is  essential  and  important,  for  it  necessarily  must  ad- 
vance large  sums  on  credit.  Cotton,  for  example,  is  largely  bandied 
on  consignment  by  factors,  who  advance  up  to  about  70  per  cent 
of  its  value  and  use  the  stored  cotton  as  collateral  for  loans  from 
the  banks.  Cotton  also  moves  through  brokers  and  middlemen  to 
the  mills  direct,  the  bills  of  lading,  with  drafts  attached,  being  taken 
by  banks  for  collection  and  credit.  In  transactions  between  local 
buyers  and  large  operators,  methods  may  be  varied  somewhat  ac- 
cording to  the  standing  of  the  dealer  in  the  staple. 

The  old  custom  of  the  cotton  factor  or  merchant  financing  the 
planter  is  being  gradually  done  away  with  through  the  growth  of 
banking  facilities  in  the  South,  the  banks  being  able  to  extend  the 
necessary  credit  at  less  expense  to  the  grower. 


Grain 

The  movement  of  grain  is  covered  by  means  of  bills  of  ex- 
change which  must  be  paid  before  the  grain  is  delivered.  Because 
grain  usually  changes  hands  many  times  before  it  reaches  its  final 
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destination,  the  control  of  the  commodity,  as  evidenced  by  the  bill 
of  lading,  elevator  or  trust  receipt,  is  the  principal  essential.  These 
form  the  basis  of  banking  accommodations.  As  in  cotton,  while 
in  the  last  analysis  the  commodity  is  the  security,  the  credit  of 
the  borrower  is  also  an  important  element. 


In  the  case  of  lumber,  there  are  three  principal  forms  of  credit 
instruments:  timber  bonds,  lumber  receivables  and  single-name 
lumber  paper.  The  bonds,  together  with  private  capital,  are  used 
to  finance  the  manufacture  of  standing  timber  into  lumber.  The 
manufactured  lumber  moves  from  the  mill  to  the  wholesaler  on  bill 
of  lading,  with  draft  attached,  or  on  open  account.  Much  of  the 
lumber  business  is  done  on  the  latter  basis,  but  trade  acceptances 
are  also  coming  into  use. 

The  uniform  bill  of  lading  act,  which  went  into  effect  January 
1st,  1917,  gives  banks  additional  protection  as  to  loans  secured  upon 
the  evidence  of  shipping  documents,  and  seems  likely  to  facilitate 
in  no  small  degree  the  financing  of  domestic  trade  between  all  parts 
of  the  country. 


The  Use  of  Buik  CradH 

From  the  foregoing  it  will  be  apparent  that  the  use  of  bank 
credit  is  merely  a  means  by  which  borrowers  and  lenders  are 
brought  together,  the  bank  being  the  intermediary.  Through  the 
institution  of  commercial  banking,  trade  is  carried  on  by  means  of 
people  becoming  successively  and  alteroateiy  each  other's  creditors, 
so  that  money  has  only  to  pass  from  the  first  through  the  bank,  or 
through  two  or  more  banks,  and  a  clearing  house  to  the  last  All 
the  intermediate  transactions  may  then  cancel,  or  cancellation  may 
at  times  be  complete,  so  that  no  balance  remains.  Cancellation  of 
these  serial  and  opposing  debts  has  thus  become  the  principal  means 
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of  carrying  on  modern  business.  Bills  of  exchange,  drafts,  or  ac- 
ceptances, serve  to  a  great  extent  the  same  purpose  as  ordinary 
checks,  and  are  superior  to  such  checks  in  transactions  where  the  be- 
ginning and  the  end  are  far  apart,  or  where  a  national  boundary  in- 
tervenes. In  the  distant  locality  to  which  the  check  is  sent,  it  mar 
be  that  the  maker  of  the  check  is  unknown  and  there  is  no  absolote 
assurance  that  the  check  is  good.  In  this  respect,  the  bank  draft 
is  far  superior.  In  cases  where  the  creditor  may  not  wish  to  wait 
for  what  is  owed  him  until  a  check  arrives  from  his  debtor,  a 
commercial  draft  is  the  better. 


Principles  of  Domestic  Ezchangs 

The  recent  regulation  of  the  Federal  Reserve  Board  providing 
for  a  check  clearance  system  at  exact  cost  has  introduced  changes 
and  unseated  established  customs,  so  that  a  brief  statement  of  the 
principles  of  domestic  exchange  will  here  be  of  interest. 

The  essentials  of  domestic  exchange  are  not  different  from 
those  of  foreign  exchange.  Money  has  to  be  shipped  from  one  f>art 
of  the  United  States  to  another,  and  it  costs  something  to  ship  it 
The  average  cost  of  transporting  currency  by  express  for  all  dis- 
tances in  this  country  is  probably  about  40  cents  per  $1,000.  Mak- 
ing allowances  for  short  hauls,  and  for  shipments  of  currency  by 
registered  mail,  under  insurance,  the  cost  of  transportation  may  be 
conservatively  estimated  at  25  cents  per  $1,000,  exclusive  of  in- 
terest on  the  money  while  in  transit.  The  estimated  normal  annual 
movement  of  currency  from  reserve  centers  to  the  interior  for  crop 
moving  purposes  is  between  $200,000,000  and  $250,000,000,  varying 
according  to  circumstances.  The  return  movement,  at  the  end  of 
the  season,  is  practically  the  same,  making  a  total  of  between  $400,- 
000,000  and  $500,000,000  each  year.  About  double  this  amount  is 
also  moved  back  and  forth  in  the  course  of  the  year  between  manu- 
facturing and  industrial  centers,  for  payrolls,  exchange  and  reserve 
purposes. 

Of  course,  even  the  trifling  charge  of  carrying  money  about 
our  own  country  might  well  affect  the  price  of  drafts  to  that  extent, 
and  dots  when  banks  buy  and  sell  domestic  exchange  of  and  to 
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each  other.  But  in  dealing  with  customers,  it  is  usual  for  the  basks 
to  pay  no  attention  to  this  expense.  On  the  contrary,  they  pay 
to  their  customers  when  buying  the  latter's  drafts,  and  charge 
them  when  selling  drafts  to  them,  a  more  nearly  flat  rate,  which 
includes  only  a  prc^r  fee  for  bank  services,  reasonable  interest 
for  time  elapsing  before  maturity,  and  reasonable  insurance  for 
the  possibility  of  non-payment  The  up  and  down  fluctuations  of 
exchange  between  shipping  limits  are  borne  by  the  banks,  and, 
since  they  gain  about  as  much  by  one  set  of  fluctuations  as  they 
lose  by  the  reverse  changes,  they  just  about  make,  on  the  average, 
4,  fair  return  for  their  service  to  the  community. 


Chapter  II 


METHODS  OF  DEVELOPING  EXPORT  TRADE 

There  are  two  weU-esUblished  systems  of  developing  export 
trade.  One  is  the  direct,  and  the  other  the  indirect  method.  By 
using  the  fonner,  the  manufactarer  or  merchant  gets  into  direct 
communication  with  the  buyer  abroad,  and  by  the  latter  he  uses  an 
intermediary.  Grouped  according  to  this  classification,  these  ex- 
port methods  are  subdivided  as  follows : 

DIRECT  INDIRECT 

Export  Advertising  Export  Commission  Houses 

Circularizing  Foreign  Lists  Export  Merchants 

Traveling  Salesmen  Group  Representation 

Foreign  Agencies  General  Agents 

Branch  Offices  or  Stores  Manufacturers'  Export  Agents 

All  of  the  direct  methods  can  be  employed  at  the  same  time 
by  an  experienced  export  manager,  but  the  adoption  of  certain  ol 
the  indirect  methods  involves  discontinuing  all  efforts  to  get  into 
direct  touch  with  the  foreign  buyer. 

Export  Advertiuns 

Advertising  for  foreign  business  is  fundamentally  different 
from  advertising  for  domestic  business.  Domestic  publications 
reach  the  consumer  direct,  and  the  volume  of  their  circulation  is, 
therefore,  of  the  first  importance.  It  is  possible,  for  instance,  for 
an  enterprising  advertiser  to  reach  all  the  consumers  in  his  line  in 
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tilt  United  States.  It  would  be  obviously  impracticable  to  reach 
all  the  1700,000,000  ultimate  consumers  in  the  entire  world  in  this 
way.  But  much  can  be  done  by  using  either  export  journals  pub- 
lished in  the  United  States  and  circulating  in  foreign  countries,  or 
by  employing  foreign  publications.  In  the  former  class  are  joomala 
which,  by  means  of  their  Spanish  editions,  cover  the  Spanish- 
spealdng  countries  and  which  circulate  their  editions  in  English 
throughout  all  the  other  countries  of  the  world.  Compared  with 
domestic  publications,  the  circulation  of  these  periodicals  seems 
small,  but  their  merit  lies  in  the  care  and  thoroughness  of  their 
distribution  among  actual  buyers  so  that  their  waste  circulation  is 
reduced  to  a  minimum.  These  export  journals  also  have,  in  recent 
years,  developed  a  service  for  their  advertisers  which  frequently 
includes  the  translation  of  the  foreign  correspondence  of  their 
clients  from  and  into  the  various  languages. 

The  use  of  foreign  periodicals  by  American  exporters  is  gradu- 
ally increasing,  but  the  great  expense  of  conducting  an  advertising 
campaign  simultaneously  in  every  country  of  the  world  has  re- 
stricted the  general  use  of  foreign  periodicals  to  manufacturers 
whose  products  are  likely  to  be  very  widely  in  demand. 

It  must  be  borne  in  mind  that  advertising  for  the  promotion 
of  foreign  busiaess  is  not  usually  directed  to  the  ultimate  consumer, 
except  for  the  purpose  of  stimulating  the  demand  through  the  re- 
tailer. The  retail  demand  is  augmented  by  the  manufacturer  or 
wholesaler  conducting  an  advertising  campaign  wholly  at  his  own 
expense,  or  by  his  making  an  allowance  to  the  distributors  who 
represent  him  in  other  countries.  In  either  case,  the  appropriation 
for  local  advertising  in  each  territory  should  be  based  on  a  careful 
study  of  the  possibilities  that  each  field  affords  for  the  merchandise 
offered.  The  advertising  copy  itself  should  also  be  prepared  with 
great  care,  and  with  the  assistance  of  someone  familiar  with  local 
prejudices  and  conditions. 

Circulaiizinc  ForMgn  Luts 

Occasionally,  American  manufacturers  have  secured  a  con- 
siderable volume  of  direct  export  business  by  mailing  circular 
letters  and  catalogues  to  lists  of  names  of  foreign  houses  deemed 


likely  to  be  interested  in  their  products.  Such  lists  can  be  com- 
piled from  the  most  recent  directories  of  foreign  countries.  In  cer- 
tain lines  they  can  be  secured  from  the  Department  of  Commerce, 
or  from  export  journals  published  in  the  United  States.  It  is 
essential  to  the  success  of  this  method  that  all  the  literature  be  b 
the  language  of  the  country  to  which  it  is  addressed,  and  that  the 
translation  be  accurate  and  scholarly.  Owing  to  the  high  cost  of 
postage,  it  is  also  important  that  the  lists  should  be  as  "live"  u 
possible,  that  full  postage  should  be  prepaid,  and  that  provision  be 
made  to  cover  the  import  tax  levied  in  certain  countries  on  cata- 
logues or  trade  literature. 

TraTeling  Salesnwo 

Whenever  the  prospective  business  of  the  manufacturer  or 
merchant  justifies  the  employment  of  traveling  salesmen,  this  most 
effective  method  of  all  should  be  employed.  A  considerable  num- 
ber of  Amencaa  manufacturers  and  export  merchants  are  now 
sending  their  salesmen  regularly  to  the  principal  world  markets. 
The  chief  difficulty  is  to  secure  men  who  possess  the  requisite 
knowledge  of  foreign  languages  and  business  customs,  and  who  arc 
also  familiar  with  the  goods  they  have  to  sell  and  with  the  policies 
of  the  house  they  represent. 

Some  concerns,  whose  business  is  sufficiently  large  to  warrant 
the  expenditure,  send  travelers  to  various  foreign  countries,  not  to 
take  orders,  but  to  study  the  markets  and  keep  in  constant  touch 
with  the  conditions  prevailing  there.  These  men  create,  indirectly, 
considerable  business  for  their  firms.  Often,  they  accompany  the 
traveling  salesmen  of  their  chief  foreign  distributing  agencies  and 
aid  them  by  their  superior  knowledge  of  the  particular  line  of 
goods.  They  are  of  great  assistance,  not  only  to  the  local  dis- 
tributors, but  also  to  the  manufacturers  or  wholesalers  by  whom 
they  are  employed. 

Foreign  Agencies 

A  very  large  proportion  of  the  export  business  of  the  United 
States,  and  particularly  that  of  the  smaller  manufacturing  interests, 
is  now  being  handled  by  agents  or  agencies  located  at  the  principal 
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trading  centers  of  the  leading  buying  markets.  A  responsible 
^reign  house  that  can  be  induced  to  undertake  the  representation 
of  an  American  concern  in  its  city  or  district  offers  several  ad- 
vantages. Such  a  house  is  naturally  familiar  with  the  language 
and  business  customs  of  the  country,  has  a  more  or  less  extensive 
clientele  through  which  it  can  distribute  the  goods  it  handles,  and 
frequently  employs  its  own  traveling  salesmen.  It  also  affords  the 
American  house  the  opportunity  to  display  its  goods  in  stores  and 
warerooms.  It  is,  moreover,  likely  to  carry  an  adequate  stock 
of  the  merchandise  or  machinery,  as  well  as  a  supply  of  fittings 
and  accessories,  such  as  the  local  trade  may  demand. 

It  is  desirable,  however,  to  use  great  care  in  the  selection  of 
these  agencies.  They  should  be  responsible  and  in  a  position  to 
handle  the  goods  to  the  best  advantage,  and  they  should  be  located 
in  the  trade  centers  that  will  most  effectively  cover  the  districts 
assigned  to  them.  It  has  been  proved  by  experience  that  to  make 
the  trade  connection  profitable  it  is  better  to  have  a  small  number 
of  well-selected  agents,  each  with  a  sufficiently  large  district, 
rather  than  to  grant  agencies  indiscriminately  to  all  applicants. 
The  agency  contracts  should  not  only  protect  the  manufacturer, 
but  also  the  agent.  A  dissatisfied  representative  is  worse  than 
none  at  all.  Correspondence  with  firms  in  a  position  to  act  as 
local  agents  in  the  different  parts  of  the  world  can  be  initiated 
either  by  advertising  in  the  export  journals,  or  by  circularizing 
suitable  lists. 

Branch  Offices  or  Stf»res 

After  the  foreign  business  of  a  manufacturer  or  merchant  has 
been  developed  in  a  certain  country  to  a  point  where  such  a  step 
seems  advisable,  its  permanence  and  further  expansion  can  best  be 
insured  by  the  establishment  of  branches  at  one  or  more  of  the 
principal  trade  centers.  These  may  be  in  charge  of  native  salesmen, 
although  it  has  been  found  desirable  to  have  American  managers, 
and  such  branches  have  proved  to  be  excellent  training  schools 
for  young  Americans  who  expect  to  become  export  salesmen. 
Branch  establishments  of  this  description  have  been  conducted 
with  conspicuous  success  by  a  number  of  American  manufacturers. 
Under  certain  conditions,  branch  factories  have  also  proved  valuable. 
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Of  the  indirect  methods  that  involve  an  intennediary,  the  most 
important  concerns  the  use  of  export  commission  houses.  As  a 
rule,  these  houses  do  not  initiate  foreign  orders,  but  simply  fill  the 
requirements  of  their  clients  abroad  and  act  as  their  purchasing 
agents.  A  very  considerable  proportion  of  the  business  arising 
from  advertising,  circularizing  and  the  other  direct  methods  goes 
to  these  commission  houses.  These  concerns  therefore  perform  i 
very  important  and  useful  function  in  connection  with  the  export 
trade  of  the  United  States,  inasmuch  as  they  relieve  the  manufac- 
turer or  merchant  of  all  responsibility  as  to  the  credit  standing 
of  the  importer,  and  also  take  full  charge  of  the  shipping  of  the 
goods,  marine  insurance  and  freight  charges.  Usually,  the  export 
commission  house  buys  for  cash.  In  certain  markets,  particularly 
in  some  parts  of  Latin  America,  the  connections  of  some  of  the 
leading  export  commission  houses  in  the  United  States  are  such 
that  the  bulk  of  the  business  originating  in  these  markets  is 
handled  through  them. 


Export  Merchants 

At  present,  the  United  States  has  comparatively  few  large 
export  merchants  such  as  are  common  in  Europe,  and  were  com- 
paratively common  in  this  country  seventy-five  or  a  hundred  years 
ago.  The  export  merchant  house  diflFers  from  the  commission 
house  in  that  it  purchases  its  requirements  outright  and  for  its 
own  account,  with  a  view  to  selling  in  the  foreign  markets  in  which 
it  is  operating.  Its  function  in  the  export  field  is  identical  with 
that  of  the  jobber  in  the  domestic  field,  and  selling  to  such  a  con- 
cern differs  in  no  way  from  any  ordinary  domestic  transaction.  A 
few  export  merchants  have  such  extensive  distributing  connections 
in  those  markets  in  which  they  principally  operate  as  to  render  it 
advisable  to  keep  them  as  thoroughly  posted  regarding  additions 
or  changes  in  the  manufacturer's  line  as  would  be  done  in  the  case 
of  any  large  domestic  jobber.  In  Europe  there  are  a  great 
many  merchants,  some  buying  on  commission,  others  purchasing 
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goods  outright  on  their  own  account  for  subsequent  resale,  with 
whom  the  American  manufacturer  can  profitably  establish  direct 
relations.  Many  of  these  are  what  are  known  as  "colonial  houses." 
and  buy  at  their  bead  offices  at  London,  Hamburg,  Rotterdam, 
Marseilles,  etc.,  for  account  of  distributing  branches  in  the  colonies. 
It  is  important  not  to  overlook  these  houses  in  planning  an  export 
campaign,  although  for  the  most  part  they  are  disposed  to  favor 
the  manufacturers  of  their  respective  countries,  and  for  that  reason 
are  seldom  selected  as  exclusive  agents  for  American  concerns. 


Grcnip  Representation 

An  export  method  that  has  occasionally  proved  successful  is 
for  a  number  of  manufacturers  to  combine  with  a  view  to  securing 
the  services  of  one  traveling  salesman,  or  to  entrust  their  export 
campaign  to  a  single  house  organized  expressly  to  represent  them 
all.  It  is  obviously  essential  to  the  success  of  this  plan  that  the 
members  of  the  group  be  non-competing,  and  it  is  an  advantage 
if  all  are  located  at,  or  near,  the  same  shipping  point.  It  is  important 
in  the  selection  of  an  export  salesman  to  represent  such  a  group 
as  this  to  make  certain  that  he  is  both  honest  and  efficient,  since 
manufacturers  have  been  frequently  defrauded  by  unscrupulous 
persons  who  have  claimed  to  represent  various  groups  of  industrial 
enterprises,  but  whose  activities  have  been  confined  largely  to  the 
prompt  collection  of  their  monthly  drawing  accounts. 


General  Agents 

In  some  lines,  manufacturers  have  occasionally  found  it  profit- 
able to  grant  an  agency  for  the  entire  export  field,  or  for  an  entire 
continent,  to  a  single  general  agent.  Under  such  an  arrangement, 
the  manufacturer  is  relieved  of  all  responsibility  regarding  the  dis- 
tribution of  his  merchandise  for  the  markets  thus  covered,  and  can 
confine  his  energies  exclusively  to  the  manufacturing  end.  On 
the  other  hand,  the  severance  of  such  a  connection,  for  any  cause, 
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means  the  entire  discontinuance — for  the  time  being— of  the  mana- 
facturer's  export  trade,  and  necessitates  developing  an  export  dis- 
tributing organization  just  as  if  he  were  going  into  the  foreign  &eld 
for  the  first  time. 


Manufacturers*  Export  Acanta 

A  method  of  handling  foreign  trade  that  is  becoming  increas- 
ingly popular  among  smaller  manufacturers,  particularly  those 
located  at  a  considerable  distance  from  the  Atlantic  seaboard,  is 
to  employ  an  export  agent  who  attends  to  all  the  details  oE  initiat- 
ing and  handling  foreign  orders,  packing  and  shipping,  the  prepara- 
tion of  shipping  documents  and  the  collection  of  payments.  Such 
concerns  act  virtually  as  the  export  department  of  each  manu- 
facturer whom  they  serve.  When  the  agent  selected  is  experienced 
in  export  matters  and  is  financially  responsible,  such  a  connection 
is  frequently  advantageous  to  the  manufacturer  who  is  entering 
the  export  field  for  the  first  time,  since  it  relieves  him  of  all  care 
and  responsibility  regarding  the  conduct  of  his  export  business, 
and  obviates  much  of  the  danger  of  making  mistakes  due  to  inex- 
perience. 

Export  Departments 

In  general,  however,  each  manufacturer  or  merchant  who  is 
conducting  a  large  and  growing  export  business  sooner  or  later 
finds  it  to  his  advantage  to  establish  his  own  export  department 
and  place  it  in  charge  of  a  man  who  is  thoroughly  familiar  with 
export  problems.  Such  a  department  can  devote  all  of  its  time 
and  energy  t7^  looking  after  the  firm's  trade  in  foreign  lands,  select- 
ing the  method,  or  combination  of  methods,  best  adapted  to  insure 
success.  Its  staff  should  consist  of  men  who  possess  special  qualifi- 
cations to  handle  capably  the  various  technical  matters  that  arise 
in  connection  with  the  conduct  of  the  firm's  export  business,  such 
as  attention  to  the  proper  packing  and  routing  of  shipments,  the 
preparation  of  documents,  the  translation  of  correspondence,  and 
all  the  other  details  connected  with  trading  with  the  various  coun- 
tries of  the  worid. 
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Cfaaptw  III 


FINANCING  EXPORTS  AND  IMPORTS 


Credit  is  even  a  greater  factor  in  foreign  trade  than  in  domestic 
bnsiness.  Many  American  merchants  and  manufacturers  have  been 
deterred  from  entering  the  foreign  field,  or  have  made  little  progress 
in  developing  their  overseas  markets,  because  they  would  sell  only 
for  cash  and  were  unwilling — thinking  themselves  unable — to  grant 
the  credit  terms  asked  by  buyers  in  other  countries.  The  Ameri- 
can exporter  only  lately  has  been  placed  on  a  par  with  bis  com- 
petitors  abroad  in  the  matter  of  financing  his  foreign  trade,  and  he 
is  as  yet  not  altogether  familiar  with  the  new  facilities  that  bankers 
are  ready  to  place  at  his  disposal.  These  facilities  enable  him  to 
extend  credit,  within  proper  and  safe  limitations,  without  taxing 
his  resources  any  more  than  in  domestic  transactions. 

Reliable  credit  information  regarding  foreign  firms  may  now 
be  obtained  through  many  different  channels.  There  are  the  great 
mercantile  agencies  that  have  their  branches  and  correspondents 
everywhere,  the  foreign  departments  of  commercial  banks,  and 
various  associations,  chambers  of  commerce,  etc.  With  a  fair 
knowledge  of  the  social  and  commercial  conditions  of  the  locality 
abroad  in  which  he  is  dealing,  the  exporter  should  be  able  to  arrive 
at  fairly  accurate  conclusions. 

T«mu  of  Credit 

A  reasonable  term  of  credit,  generally  speaking,  allows  30 
days  after  the  arrival  of  the  goods.  There  are  few  places  in  the 
world  where  merchandise  cannot  be  delivered,  under  ordinary  con- 


ditions,  within  GO  dayi  from  the  American  port  of  shipment.  TbeT^ 
fore,  90  daya  is  usually  considered  ample. 

In  foreign,  as  weU  as  in  domestic  business,  the  most  sdvanb- 
geous  method  for  the  buyer  is  to  purchase  on  open  account  This 
much  sought  after  and  elastic  form  of  credit,  however,  iovolvet 
tying  up  the  seller's  capital,  and  is  not  a  satisfactory  basis  for 
financing  foreign  trade.  Exporters  will  find  it  much  more  satis- 
factory to  draw  against  their  customers  at  sight,  or  at  a  certain 
number  of  days  after  sight,  or  at  so  many  days  after  date  of  in- 
voice. The  drafts  may  be  "clean"  (without  docttments  attached]. 
or  duplicate  or  original  shipping  documents  may  be  attached,  the 
title  to  the  goods  then  passing  either  upon  satisfactory  acc^tance 
of  the  draft  or  upon  its  payment  The  draft  may  be  for  the  face 
of  the  invoice,  or  with  collection  and  interest  charges  added,  ac- 
cording to  the  terms  of  the  sale.  The  interest  charge  includes  not 
only  the  term  of  the  draft,  but  also  the  time  that  is  likely  to  be 
consumed  in  getting  back  the  proceeds  when  it  is  paid.  A  tiO  days' 
sight  draft,  for  example,  dravra  on  some  place  which  the  mails  re- 
quire 30  days  to  reach,  would  call  for  120  days'  interest:  60  days 
from  the  acceptance  date,  and  30  days  each  for  the  transit  of  the 
draft  from  and  to  the  point  of  origin.  If  the  draft  is  on  some 
country  where  the  rates  of  exchange  are  subject  to  more  or  less 
fluctuation,  it  is  customary  to  include  in  the  draft  this  clause: 
"Payable  at  the  collecting  bank's  selling  rate  for  demand  drafts 

on "  (New  York  or  London,  accordmg  to  whether  the  draft 

is  in  dollars  or  sterling).  This  clause  prevents  the  drawee  ito^ 
fixing  his  own  rate,  which  would  be  to  his  advantage. 

To  convert  the  draft  into  cash  as  soon  as  he  gets  the  bill  of 
lading,  the  exporter  takes  it  to  his  bank  for  discount  This  he  will 
have  little  or  no  difficulty  in  doing  if  it  is  drawn  at  sight  and  the 
documents  are  attached,  providing,  also,  that  everything  else  is  to 
order  and  that  the  merchandise  is  of  a  kind  that  will  be  readily 
salable  if  the  drawee  should  not  pay  on  delivery. 

If  the  draft  is  payable  a  certain  number  of  days  after  accept' 
ance,  the  credit  standing  of  the  acceptor  becomes  an  important 
factor  in  seeking  to  discount  the  paper.  In  such  a  case,  the  goods 
pass  into  the  buyer's  hands  before  he  pays.  Therefore,  lacking  the 
added  security  of  title  to  the  goods  until  they  are  paid  for,  the 
bank  looks  first  at  the  responsibility  of  the  exporter  and  then 
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upon  the  credit  standing  of  the  importer  abroad,  if  that  can  be 
established. 


Ghriny  Credit  and  Sellins  for  Cash 

The  bank  having  agreed  to  discount  the  bill  of  exchange,  the 
exporter  receives  credit  for  its  face,  less  interest  and  collection 
charges.  The  transaction,  therefore,  is  closed,  so  far  as  he  is  con- 
cerned, practically  as  if  be  bad  made  the  sale  of  the  goods  for  cash. 
He  has  received  his  money,  and  the  buyer  has  received  the  credit 
agreed  on.  In  certain  cases,  however,  the  bank  may  think  best  to 
safeguard  itself  by  advancing  the  exporter  only  a  portion  of  the 
amount  of  the  draft — 25%  or  50%,  or  more — or  it  may  not  take  the 
draft  at  all,  except  for  collection,  and  then  may  make  its  advance 
on  receiving  word  that  the  draft  has  been  accepted.  In  these  mat- 
ters, the  credit  standing  of  the  firms  or  individuals  involved  exert 
exactly  the  same  ufluences  as  they  do  in  the  financing  of  domestic 
shipments. 


Acceptance  Credits 

It  will  be  seen  that  the  foreign  buyer  must  pay  the  greater 
part  of  all  the  collection  and  interest  charges.  It  may  be  that,  feel- 
ing that  he  can  do  this  better  at  his  end  of  the  line,  he  will  prefer 
to  arrange  what  is  called  an  "acceptance  credit."  To  do  this,  he 
obtains  a  letter  of  credit  from  his  local  bank.  This  is  directed  to 
an  American  bank  and  authorizes  it  to  accept  drafts  drawn  by  one 
or  nu>re  American  exporters  on  certain  terms  of  credit,  the  shipping 
documents  beii^  attached  to  the  bills  of  exchange.  In  this  case,  the 
transaction  is  between  the  two  banks.  The  American  bank  ac- 
cepts the  drafts  and  documents  and  sends  them  to  the  fore^  bank, 
which  provides  the  funds  to  cover  the  transactions,  and  looks  to 
its  own  customer  for  reimbursement.  The  accepting  bank,  while 
it  discounts  the  drafts  for  its  own  customers,  is  protected  by  the 
foreign  bank's  guaranty. 

While  the  foregoing  is  a  common  form  of  acceptance  credit, 
there  are  many  others.     They  vary  according  to  the  rate  of  ex- 

—  25  — 


change,  the  discount  markets  in  the  great  financial  centers,  and 
for  other  reasons.  An  importer  in  Rio  de  Janeiro,  desiring  to 
make  considerable  purchases  in  New  York,  is  likely  to  asceruin 
where  he  can  secure  his  acceptance  credit  on  the  most  favorable 
terms.  If  the  discount  rate  is  high  in  New  York,  lower  in  Paris 
and  lowest  in  London,  the  acceptance  will  be  negotiated  through 
London,  and  the  credit  will  be  established  in  sterling,  instead  of 
in  dollars  or  francs.  The  New  York  exporter  then  draws  against 
the  accepting  bank  in  London  through  his  local  bank,  which  dis- 
counts the  draft.  The  exporter  is  paid  the  agreed  price  in  dollars 
and  the  importer,  hj  his  knowledge  of  discount  rates  in  money 
centers  abroad,  is  able  to  provide  those  dollars  at  the  best  market 
price. 

In  preparing  documents  for  shipments,  unless  the  exporter  is 
familiar  with  conditions  prevailing  in  the  market  to  which  he  is 
exporting,  he  will  generally  find  it  to  his  advantage  to  first  consult 
with  his  bank  in  order  to  ascertain  the  best  method  of  financing 
the  transaction. 


Bank  Acceptances  Most  Satisfactory 


i 


The  bank  acceptance  is  unquestionably  the  most  satisfactory 
method  of  financing  shipments.  The  exporter,  instead  of  refusing 
to  do  business  except  on  terms  of  cash  with  the  order,  can  quote 
his  prices  on  the  basis  of  his  customer's  opening  a  credit  in  New 
York  through  a  bank  that  is  acquainted  wfth  the  importer's  finan- 
cial responsibility.  Two  banking  commissions  will  have  to  be 
paid,  but  the  low  rate  of  discount  commanded  by  a  prime  accept- 
ance calls  for  practically  a  spot  cash  price  for  the  goods,  which 
offsets  the  commissions. 


Banking  Facilities  for  Financing  Foreign  Business 

Since  the  passage  of  the  Federal  Reserve  Act,  and  subsequent 
amendment,  enlarging  its  scope,  the  foreign  departments  of  the 
great  American  banks  have  been  able  to  offer  the  most  complete 
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facilities  for  the  financing  of  the  international  trade  of  their  cu^- 
tomers.  These  departmcDts  are  naturally  familiar  not  only 
with  the  financial,  but  also  with  the  business  usages  of  many 
coantries.  A  bank  of  this  character,  either  acting  for  its  individual 
clients  or  for  its  domestic  banking  connections,  has  at  its  com- 
mand a  fund  of  accurate  information  that  is  of  the  utmost  value 
to  exporters  and  importers.  Also,  owing  to  its  extensive  relations 
with  financial  institutions  all  over  the  world,  and  its  necessarily 
close  and  exact  knowledge  of  the  world-wide  movements  of  ex- 
change, it  is  able  to  offer  the  maximum  of  facilities  to  those  who 
deal  with  it. 


Creatbii  m  Brtwd  Duconnt  Market 

A  broad  discount  market  is  being  created  in  which  bills  ot 
exchange  drawn  in- dollars  can  b»  readily  negotiated.  This  has 
been  made  possible  by  the  banks  dealing  in  a  large  volume  of 
foreign  exchange  having  an  established  international  credit,  which 
renders  their  paper  as  well  known  and  as  acceptable  as  even  Ameri- 
can gold  or  banknotes  of  the  United  States. 

This  is  in  line  with  the  practice  that  has  been  long  established 
abroad.  Most  of  the  business  of  Europe  has  been  financed  by 
accepted  bills  of  exchange  that  are  discounted  in  the  open  market 
and  are  bought  and  sold  by  firms  or  individuals  seeking  short-term 
investments  that  are  easily  negotiable.  Because  of  this,  London 
has  been  the  great  international  market  for  bills  of  exchange.  The 
handicap  under  which  American  banks  formerly  labored  has  been 
removed  by  the  Federal  Reserve  Act,  and  rediscounttng  of  accept- 
ances is  now  permitted,  as  is  the  banking  custom  in  Europe.  This 
has  aided  in  establishing  the  dollar  as  a  medium  of  foreign  ex- 
change. Formerly,  the  inability  to  buy  and  sell  exchange  on  New 
York  was  often  the  deciding  factor  in  securing  for  our  competitors 
trade  that  might  otherwise  have  come  to  the  United  States. 


Chaptar  IV 


THE  FUNDAMENTALS  OF  FOREIGN  EXCHANGE 


i 


The  basic  principles  of  foreign  exchange  are  simple.  They 
may  be  more  easily  comprehended  by  explaining  that  the  part 
which  money  plays  in  international  transactions  is  only  temporary. 
Money  is  simply  the  measure  of  goods  that  have  been  pro- 
duced and  advanced  to  purchasers  at  home  and  abroad.  In 
the  end,  money  must  be  converted  into  goods  again,  and  so  on, 
endlessly. 

This  country  of  late  has  shipped  more  goods  abroad  than  it 
has  received.  The  gold  and  notes  that  have  been  forwarded  in 
payment  are,  however,  merely  transitory  tokens,  or  receipts.  In 
themselves,  they  constitute  nothing  that  can  be  eaten  or  worn. 
They  are  really  orders  on  future  production..  If  Europe,  for  ex- 
ample, is  economically  solvent,  it  will  eventually  produce  goods 
with  which  to  repay  us  for  those  we  have  shipped,  and,  as  this 
is  done,  the  monetary  pledges  that  have  been  received  in  this  coun- 
try, owing  to  the  balance  of  trade  being  in  our  favor,  will  ulti- 
mately find  their  way  back  across  the  Atlantic  in  exchange  for 
merchandise  that  will  be  imported  from  there. 

The  whole  business  of  foreign  exchange,  therefore,  is  the 
settling  of  obligations  between  creditors  in  one  country  and  debtors 
in  another.  Money,  or  its  equivalent,  moves  back  and  forth  because 
it  is  the  most  portable  and  best  standardized  medium  of  values. 
It  is  of  less  bulk  than  any  other  commodity,  and  its  intrinsic  value, 
as  expressed  in  gold,  fluctuates  but  little.  Still  more  convenient 
are  the  bills  of  exchange  and  other  credit  instruments  that  repre- 
sent money.    A  slip  of  paper  may  be  the  authority  for  transferring 
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the  ownership  of  many  millions  without  the  actual  moving  of  the 
coin  or  bullion  that  represents  it  and  gives  it  value. 


Banks  as  IntermadiaiiM 

An  exporter  in  New  York  sells  a  consignment  of  goods  to  an 
importer  in  Buenos  Aires,  and  draws  a  draft  on  him  for  the  equiva- 
lent in  dollars.  The  exporter  discounts  bis  bill  of  exchange  with 
his  banker  and  receives  payment  for  bis  merchandise.  The  im- 
porter arranges  with  his  banker  to  pay  the  draft.  The  two  banks 
act  as  intermediaries  and  are  paid  for  their  services.  They  have 
the  facilities  which  neither  the  exporter  nor  the  importer  possesses. 
They  are  as  much  specialists  as  tbe  steamship  company  that  carries 
the  merchandise.  It  is  the  buying  and  selling  of  drafts  that  con- 
stitutes the  foreign  exchange  business. 

The  rates  at  which  bills  of  exchange  are  sold  fluctuate  accord- 
ing to  certain  economic  laws.  Banks  occupy,  in  the  financial  world, 
the  position  held  by  great  wholesalers  in  the  world  of  merchandis- 
ing. They  keep  in  close  touch  with  the  international  markets  for 
exchange  through  their  connections  in  every  corner  of  the  globe. 

N«w  York  a  World  Market 

The  greater  part  of  the  commercial  exchange  originating 
throughout  this  country  is  centered  in  New  York  City,  because 
there  is  always  an  assured  market  there.  The  exporters  of  cotton 
or  grain,  or  any  other  commodity  or  class  of  merchandise,  can 
always  be  assured  that  their  drafts  through  New  York  on  any  part 
of  the  world  will  be  taken  at  the  most  favorable  rate  of  exchange 
obtainable. 


Factors  in  the  Fluctuation  of  Exchange 

At  least  two  countries  are  always  concerned  in  the  fluctuation 
of  every  rate  of  exchange.  If  exchange  on  England,  for  example,  is 
falling,  it  means  that  there  is  a  corresponding  rise  in  exchange  on 
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the  United  States.  Heavy  exports  from  America  to  Great  Britain 
cause  a  fall  in  the  rates  of  exchange  on  the  latter  country.  Because 
the  demand  for  exchange  on  the  United  States  is  greater,  the  rates 
rise,  or  vice  versa. 


''Demand/'  ''Cable"  and  'Time''  BOls 

Low  money  rates  are  also  an  important  factor.  The  world  is 
now  practically  one  g^eat  market.  Rates  of  exchange  in  the  various 
world  centers  are  cabled  to  New  York  and  London  every  day,  and 
are  published  in  the  most  important  newspapers.  ^'Demand," 
"Cables"  and  "Time  Bills"  are  the  three  principal  headings.  **Dc- 
mand"  means  a  draft  that  is  payable  at  sight  upon  presentation  o! 
the  bill  of  exchange  by  the  receiver  to  the  bank  upon  which  it  is 
drawn.  ''Cables"  means  that  the  money  is  payable  immediately  on 
receipt  of  telegraphic  advices  at  the  point  where  payment  is  to  be 
made.  "Time  Bills"  are  of  two  classes:  Bankers'  and  CommerciaL 
They  run  from  60  to  90  days.  Bankers'  time  bills  are  bills  of  ex- 
change or  acceptances  drawn  by  one  bank  upon  another,  and  com- 
mand a  higher  rate  than  the  best  commercial  bills. 

The  cable  remittance  commands  the  highest  price,  because  it 
will  be  cashed  immediately  by  the  paying  banker.  The  "sight"  or 
"demand"  rate  is  usually  about  one  cent  lower  in  the  pound  ster- 
ling. When  cable  transfers  on  London  are  selling  in  the  New  York 
market  for  $476^,  as  an  equivalent  to  the  pound  sterling,  the  rate 
for  demand  drafts  is  $^.75^.  There  is  usually  a  difference  of  1  to 
2  cents  in  the  pound  between  bankers'  time  drafts  and  commercial 
drafts.  For  example,  60-day  bankers'  drafts  on  iLondon  may  be 
selling  in  New  York  at  $471 J^  and  90-day  bankers'  drafts  at  $4.®>^' 
while  the  commercial  drafts  at  60  and  90  days'  sight  may  be  selling 
at  $4.70>4  and  $4.68 J4,  respectively. 

The  reason  for  the  difference  of  about  four  cents  in  price  be- 
tween a  demand  draft  and  a  60-day  sight  draft  is  that  the  seller  in 
New  York  gets  his  money  at  once  and  the  buyer  has  to 
wait  60  days  from  the  date  the  draft  is  accepted.  Therefore,  the 
latter  must  be  recompensed  for  the  time  he  is  out  of  his  money. 
The  time  of  transit  between  the  point  where  the  draft  is  drawn  and 
the  point  where  it  is  to  be  presented  for  acceptance  and  payment 
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is  always  taken  into  account  in  calculating  the  interest,  which  is 
an  essential  part  of  each  exchange  transaction,  except  in  cable 
transfers. 

Facilitiea  that  Mean  Scnic« 

The  buyer  or  seller  of  a  draft  on  some  other  country  will  often 
find  that  he  can  obtain  a  slightly  better  rate  by  dealing  with  one  of 
the  large  New  York  banks,  either  direct,  or  through  a  local  bank 
which  is  a  correspondent  of  such  an  institution.  This  may  arise 
from  several  causes,  some  of  which  may  be  temporary.  The  perma- 
nent reason,  however,  is  that  a  great  banking  house  which  is  a  large 
buyer  and  seller  of  foreign  exchange,  and  is  in  close  and  instant 
tonch  with  the  markets  of  the  world,  can  give  better  service,  owing 
to  its  wide  knowledge  and  experience,  and  because  of  its  highly 
ot^nized  facilities  for  handling  the  business. 

To  make  the  matter  still  more  simple,  let  us  suppose  that  Doe 
&  Co.  have  a  s^ht  draft  that  they  wish  to  convert  into  dollars. 
Obviously,  the  larger  number  of  dollars  and  cents  they  can  get  for 
their  draft  the  better  off  they  will  be.  If  the  draft  is  for  several 
thousands  of  pounds  sterling,  a  difference  of  Vv  of  ^  cent  in  the 
pound  is  well  worth  considering.  The  same  is  true  of  buying  drafts 
for  remittance  abroad.  If  a  firm  is  doing  an  international  business, 
these  small  fractional  differences  amount  to  an  appreciable  sum  in 
the  course  of  a  year. 


"FaTorable"  and  "Unfavorable"  Rates  of  Exchange 

The  standard  by  which  exchange  is  said  to  be  "at  a  discount" 
or  "at  a  premium,"  or  "favorable"  and  "unfavorable,"  is  called  the 
"mint  par  of  exchange."  The  "mint  par"  between  England  and 
the  United  States  is  $4.S665.  This  means  that  the  material  (gold 
11/12  fine)  in  an  English  pound  sterling  of  full  weight  is  just  equal 
in  value,  supposing  both  to  be  in  the  same  place,  to  the  material 
that  would  be  contained  in  ^S665  of  gold  coinage  (9/10  fine)  of 
the  United  States.  Exchange  is  unfavorable  to  a  country  when 
that  country  is  obliged  to  send  coin  or  bullion  in  liquidation  of  its 
indebtedness,  and  favorable  when  bullion  is  received  from  a  debtor 
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ry.  This  sending  or  receiving  of  bullion,  however,  is  important 
ipally  as  it  affects  the  banldag  situation.  It  is  the  banks  which 
lart  with  the  gold,  and  with  each  fall  in  their  reserves  they 
end  to  restrict  credits,  of  which  gold  fonns  a  basis.  A  rise 
•  discount  rates  tends  to  check  the  outflow  of  gold.  On  the 
hand,  with  a  reasonable  influx  of  gold,  banking  reserves  reach 
Doint  when  a  low  rate  can  be  put  in  operation,  with  a  corre- 
ling  impetus  to  trade  and  production. 

The  lafliwnca  <rf  l>«de  Conditiona 

>o  far  as  individuals  are  concerned,  it  is  the  debtors  to  whom 
irms  "favorable"  or  "unfavorable"  apply.  They  must  buy  the 
>f  exchange  to  send  to  their  creditors,  and  the  question  of  how 

of  the  foreign  currency  units  they  can  get  in  exchange  for 
unit  of  the  home  currency  is  of  vital  importance  to  them.  Trade 
tions  exercise  the  greatest  influence  upon  the  exchanges,  since 
:rom  the  exports  and  imports  of  a  country  that  the  supply  of 
of  exchange  principally  emanates.  It  is  the  contention  of 
imists  that  a  national  loan  acts  in  precisely  the  same  way  as  an 
-t  to  the  lending  country  and  an  export  to  the  borrowing 
ry.  The  reverse  is  true  when  the  interest  on  such  loans  is  paid, 
lie  United  States  now  has  capital  to  lend.    It  is  a  creditor  id- 

of  a  debtor  nation,  and  the  American  dollar  is  becoming  as 
"tant  a  unit  of  international  exchange  as  the  pound  sterling, 
he  beginning  of  a  new  era  in  the  economic  history  of  the  United 
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WHY  A  WORLD  INDUSTRIAL  CENTRE 
AT  SAN  FRANCISCO  BAY? 


Why  should  there  be  in  time  to  come  a  World  In- 
dustrial Centre  upon  the  shores  of  San  Francisco  Bay? 

Because  Nature  has  prepared  for  it,  Progress  ordains 
it,  and  History  confirms  it. 

Because  among  states  and  nations  California  has  a 
unique  individuality  which  is  sure  to  find  expression  as 
the  border  lands  of  the  Pacific  unfold  into  the  higher 
civilized  life. 

Because  wherever  is  situated  the  Centre  of  Industry 
there  will  be  found  the  Centre  of  Empire. 

Because  while  the  nations  of  Europe  with  their 
Atlantic  traffic  decline,  the  ports  of  the  Pacific  will  rise 
into  prominence  under  the  impulse  of  superior  develop- 
ment. 

Because  World  Supremacy  may  thus  be  placed  within 
reach  of  the  future  occupants  of  the  First  Port  of  the 
Pacific. 

Because  as  the  Orient  and  Occident  here  meet  geo- 
graphically, they  should  join  hands  commercially  as  well, 
products  from  East  and  West  standing  side  by  side  as  a 
World  Commercial  Clearing  House. 

Because  if  the  Centre  of  Industry  on  the  Pacific  is  not 
established  by  the  people  of  San  Francisco  Bay,  others 
elsewhere  will  occupy  the  field,  and  thenceforward  domi- 
nate the  great  ocean,  both  economically  and  politically. 

1 


'ORT  OF  THE  PACIFIC 

already  made  distinctive  advance 
United  States  government  by  its 

the  white  race   rather  than   the 

ot  our  destiny. 

iting  beauty  as  an  economic  asset 
a  measure  of  civilization,  it  is  well 
I  develop  a  pretty  town  to  play  in 

'  begins  people  wandered  forth. — 
Nile  to  Arabia,  from  the  valley  of 
ia  and  the  shores  of  the  Caspian 
I  stream  of  racial  siftings  set  in 
f,  and  sweeping  across  to  India, 
ist  on  the  western  border  of  the 
d,  hidden  behind  a  wall  of  exclu- 
ice  yet  not  thereby  escaping  war, 
ed;  the  people  became  inane. 
Ed  millenniums  away,  until  at  the 
f  the  world  let  us  hope  that  they 
realization  of  their  economic  po- 
Mr  proper  place  among  nations, 
around  this  hypothetical  cradle  of 
hed  through  the  centuries  in  the 
to  the  brute  creation,  and  suc- 
establish  industrial  relations  and 
es  and  Memphis,  Babylon  and 
yielding  their  brute  love  of  blood- 

;ach  centre  of  industry  became  a 
in  factories  crowded  the  shores  of 
don  rose  to  prominence,  in  which 
assuming  commercial  supremacy, 
while  up  and  down  the  Nile  was 


THE  FIRST  PORT  OF  THE  PACIFIC 

traffic  in  cattle,  grain,  metals,  and  slaves.  Caravans 
traversed  the  deserts  between  west  and  east,  bringing 
also  spoils  from  the  interior  of  Africa,  lion  and  tiger  skins, 
ostrich  feathers  and  ivory.  The  cities  of  Greece  and  Italy 
came  into  the  light ;  a  bus)'  commerce  filled  the  Mediter- 
ranean ports  with  the  varied  products  of  all  countries, 
while  Constantinople  developed  as  the  key  to  Europe 
and  Asia. 

Venice,  rescued  from  the  sea,  what  with  fighting  Turks 
and  assisting  crusaders,  held  imperial  sway  for  a  thousand 
years,  until  Vasco  da  Gama  doubled  his  cape.  Rome  took 
her  turn  as  mistress  of  the  world.  The  Netherlands,  the 
Hanseatic  league,  and  other  places  and  influences  ap- 
peared and  disappeared  as  the  problems  of  progress 
worked  themselves  out  among  the  children  of  men. 

While  the  world  centred  around  the  Mediterranean, 
the  Mediterranean  was  the  world,  with  its  blazing  barrier 
at  the  south  and  its  impenetrable  wall  of  ice  in  the  north. 
After  that  were  the  Atlantic  and  the  Pacific,  the  mind 
of  man  expanding  with  the  expanse  of  ocean. 

In  due  time  came  to  all  primitive  peoples  the  end; 
with  the  rest  into  this  maelstrom  of  humanity  came 
youth,  manhood,  old  age;  it  is  the  law, — and  death.  All 
that  is  born  must  die,  men  and  nations,  cults  and  cultures, 
worlds  and  systems  of  worlds.  So  died  primeval  Asia* 
her  cities  buried  under  their  own  debris,  her  once  fertile 
plains  desolated  as  by  the  destroying  angel,  leaving  dead 
lands  watered  by  a  dead  sea. 

Whereby  we  may  know  that  Europe  must  die,  and 
America.  All  will  pass  as  Asia  has  passed,  and  the  bril- 
liant cities  of  to-day  become  as  the  cities  of  the  Sbinar 
plains.  Then  will  men  return  and  recover  the  waste 
places,  or  will  they  pass  away  altogether?  Even  now  the 
decline  of  Europe  may  be  at  hand ;  who  can  tell  ?.  Already 
the  throes  of  dissolution  appear.    And  as  in  kaiser  kultur 
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of  JnfaiTiy  has  been  attained,  so 
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insane  of  conflicts. 
3  in  the  present  war,  England, 
:ome  as  is  Belgium,  which  stands 
if  kaiser  rule  and  kaiser  knltur. 
propagandists  will  be  ret^ated 
for  America  then  must  fight  or 
premature  peace,  then  will  follow 
yet  greater  conflicts,  which  will 
end.  Europe  will  then  fall  into 
me,  following  her  victims, 
fie  end  .so  near,  yet  death,  always 
hen  it  comes.  No  more  thought 
ebuchadnezzar  than  has  Roths- 
ay  of  being  spoiled  of  their  pos- 
to  grass. 

tit  culture  in  Asia  was  followed 
irope  into  the  Daric  Age,  when 
ice  and  brutism  to  their  hearts' 
isand  years,  light  finally  coming 
)f  a  New  World  in  the  west, 
ark  age  enveloped  Europe,  the 
ing  in  men's  minds  presented  a 
ich  if  true  ofTered  a  western  way 
f  Mandeville  and  Marco  Polo. 
e  Mediterranean  world  enlarged, 
iners,  creeping  forth  from  the 
>nger  hugged  the  coast  at  either 
lut  upon  the  Sea  of  Darkness. 
I  this, — indeed  we  may  say  from 
e  of  empire  has  ever  been  west- 
liway  of  the  sun, — from  Asia  to 
item  Europe  to  western  Europe, 
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from  Europe  to  America  and  across  the  continent, 
metropolitan  cities  marking  the  way, — Palmyra  Alex- 
andria and  Athens,  Venice  Rome  Paris  and  London,  New 
York  Chicago  San  Francisco.  Thus  slowly  through 
scores  of  centuries  the  stream  of  progress  has  continued 
its  way,  never  deviating  from  its  course  until  its  ultimate 
and  inevitable  end  should  be  attained  on  the  shore  of  the 
Pacific  at  San  Francisco  bay,  where  the  new  west  faces 
the  old  east,  and  where  ready  at  hand  are  all  the  requi- 
sites for  high  achievement. 

Glancing  thus  at  the  incipient  stages  of  economic  de- 
velopment, and  following  the  trend  of  civilization  to  its 
logical  limit,  what  have  we  learned  and  where  do  we  find 
ourselves?  We  see  that  death  precedes  new  birth  as 
night  the  day,  the  old  east  dying  out  as  the  new  west 
rises  to  greet  the  sun.  We  find  ourselves  standing  on 
the  border  of  a  great  ocean,  whose  waters  equal  all  the 
other  waters  of  the  earth  combined,  and  cover  one  fourth 
of  the  earth's  surface,  while  a  canal  cut  through  the  conti- 
nent into  this  ocean  makes  commercially  all  the  waters 
of  the  earth  one  sea. 

More  startling  still,  we  find  ourselves  gazing  out  upon 
a  sea  whose  waters  mark  the  limit  of  progressional  migra- 
tions. Here  halts  the  star  of  empire;  here  sets  the  sun 
of  civilization,  illuminating  never  again  a  new  or  virgin 
west,  but  rising  the  morrow's  morn  on  the  old,  old  east, 
with  its  dead  sea,  its  blistered  hills  and  sterile  plains,  its 
ruined  cities  and  decayed  humanity. 

Here  then  upon  the  shore  surrounding  San  Francisco 
bay  is  the  natural  and  logical  place  for  a  World  Centre 
of  Industry,  where  the  problems  of  the  future  may  be 
wrought  out,  until  the  sun  of  progress  turns  backward  in 
its  course,  or  wakens  to  new  life  the  dead  nations  of  the 
ancient  east. 
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ng  together  of  West  and  East,  with 
'een,  there  will  be  many  undreamed- 
h  as  magical  as  any  which  have  yet 
arth. 

lat  San  Francisco  is  not  further  ad- 
tlishment  of  her  high  destiny?  Why 
the  Golden  Gate  as  though  blind  to 
5,  blind  to  our  geographical  position, 
tance  of  our  matchless  climate,  a 
ictremcs  of  heat  and  cold,  void  of  the 
of  the  south  which  militates  against 
xtetisive  factories,  void  of  the  floods 
;ath-dealing  bun-blights  and  wind- 
nt  and  the  east? 

to  appreciate  the  economic  value  of 
ndustrial  asset,  aside  from  the  health 
f  and  working  in  it;  more  especially 
e  plentiful  food  products,  wharf  and 
lore  enough  for  the  world's  work, 
■ial  and  cheap  power,  oil  tanked  in 
she  mountains,  money  without  limit 
poses,  and  the  markets  of  the  world 
ve  but  to  open  our  Golden  Gate  to 
.fly  suitable  not  only  for  a  World 
Lit  for  a  World  Commercial  Clearing 
so  long  in  successful  operation  at 
where  a  full  supply  of  the  world's 
lets,  and  manufactures  were  kept 
ie.  At  present  New  York  harbor  is 
>rts  as  the  Atlantic  is  commercially 
,ns,  but  as  the  far  greater  natural 
ater  ocean  is  utilized  the  First  Port 
I  attain  an  eminence  surpassing  all 
is  matchless  bay,  which  with  its 
y    offers    dockage    space    practically 
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unlimited,  over  five  hundred  miles  of  water  frontage 
being  already  available  for  pier  construction,  which  may 
be  further  increased  by  dredging  sloughs  and  reclaiming 
tule  lands. 

Or  is  it  that  the  choicest  gift  of  the  gods  has  fallen 
to  our  lot,  contentment?  Is  it  that  with  the  purple  hazy 
sunshine  and  delicious  air,  with  health  according  to  our 
wisdom  and  wealth  sufficient  for  our  needs,  is  it  that  we 
lack  industrial  energy  if  indeed  we  do  not  lack  industrial 
intelligence? 

No,  not  that.  On  every  side  are  marks  of  laudable 
ambition,  of  a  keen  desire  for  civic  betterment  and 
economic  advancement,  all  efforts  tending  thereunto  save 
the  one  and  only  essential. 

What  is  it  then  that  we  lack?  What  is  it  that  bars 
our  progress?  Why  idle  we  time  away  and  see  others 
sweeping  our  ships  and  sailors  from  the  sea,  our  factories 
from  the  land,  using  the  very  canal  which  we  have  made 
to  thrust  us  still  further  aside  and  bring  upon  us  the 
contempt  of  all  progressive  peoples? 

Let  us  diagnose  the  situation  a  bit. 

The  first  step  toward  civic  betterment  is  to  see  and 
acknowledge  civic  errors. 

Watching  the  play  of  royalty  in  Europe  we  can  but 
conclude  that  the  best  king  is  he  who  is  least  a  king. 
Watching  the  play  of  representative  democracy  in  the 
United  States  of  America  we  can  but  note  the  political 
propaganda  that  turns  our  ablest  men  into  sharpers,  our 
purest  men  into  paths  of  indirection,  into  self-seeking 
demagogues  and  panders  to  party;  we  can  but  view 
with  concern  those  phases  of  liberty  which  lead  to  liber- 
tinism, and  that  growth  of  power  and  population  which 
tends-  toward  the  degeneration  rather  than  the  elevation 
of  the  body  politic.  It  is  a  question  not  yet  settled 
whether  a  too  free  democracy,  irresponsible  and  loosely 
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ure  before  an  autocratic  government 
dency  toward  absolute  despotism, 
in  Mexico  under  Poiiirio  Diaz,  in 
T  kultur,  and  in  the  predilections  of 

lers,  of  blessed  memory,  found  them- 
3f  England,  with  lands  unlimited, 
/ ;  let  others  come,  the  priest-ridden 
t  all  come  who  will ;  we  will  give 
free  schools  and  free  religion.  The 
humanity,  the  cause  of  the  poor;  we 
dencc  and  make  money  by  it. 
/ell  enough  provided  they  were  so 
d  they  had  kept  to  themselves  that 
}od,  self-government,  and  had  not 
ingers,  as  witness  the  office-holders 
this  day. 

was  begun  by  kilting  Indians 
ns,  and  concluded  by  the  expulsion 
■  irony  of  it  our  fathers  never  sus- 

of  the  world  being  thus  so  satis- 
",  the  New  Englanders  came  in  their 
)hio  valley,  their  eyes  still  turned 
a,  and  half  way  back  to  the  Atlantic, 
strip  of  Franciscan  missions  was 
;  where  San  Francisco  now  stands 
parrat  where  rabbits  burrowed  and 
issoed. 

ited  States  was  composed  of  a  good 
1  England,  Holland,  and  Germany, 
They  were  for  the  most  part  thought- 
lo  had  come  hither  for  a  purpose, 
government  was  nearer  pure  repub- 
probably  ever  be  again.    It  was  more 
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ably  and  honestly  administered,  if  we  except  the  admin- 
istrations of  Lincoln  and  Roosevelt,  than  it  has  been  at 
any  time  since.  If  the  truth  must  be  told,  it  is  the  old, 
old  story, — ^with  the  increase  of  wealth  and  power  mor- 
ality and  integrity  took  a  seat  below  the  salt. 

Then  and  thenceforward  our  history  might  be  written, 
The  Land  of  Errors  and  Lost  Opportunities.  For  among 
the  many  measures  then  opportune  were  the  establishing 
of  a  government  and  the  breeding  of  a  race  such  as  never 
before  had  inhabited  this  earth.  Then  too  might  have 
been  accomplished  the  differentiation  of  rascality  and 
republicanism;  the  return  of  our  Africans  to  the  homes 
of  their  ancestors;  the  conservation  of  our  natural  re- 
sources to  the  abolition  of  all  taxes  and  imposts  for  all 
time; — all  this,  and  more,  as  citizens,  not  as  socialists, 
whose  radicalism  is  an  abomination. 

We  can  scarcely  be  called  a  government  by  the  people 
for  the  people,  but  rather  a  government  by  cliques  and 
cabals  for  the  benefit  of  their  leaders,  a  government  by 
office-mongers  the  essence  of  whose  polity  is  bribery  and 
the  end  coroded  selfishness. 

Bribery,  the  moving  spirit  in  our  organizations,  the 
essential  oil  of  our  elections, — not  bribery  of  the  vulgar 
sort  by  money  payment,  but  all  the  same  bribery  pure 
and  palpable.  I  do  not  give  my  man  a  check  for  stealing 
a  convention,  or  wrecking  a  party,  or  making  me  presi- 
dent, but  I  buy  him  just  the  same.  If  he  prefers  office, 
or  political  influence,  something  as  he  naively  asserts  that 
money  cannot  buy,  I  have  a  stock  in  trade  of  that  sort  of 
goods  after  election.  And  so  on  all  down  the  line,  the 
ballot-box  and  not  the  cash-box  for  bribery  of  high 
degree. 

And  as  human  nature  is  constructed  it  is  difficult  to 
get  away  from  it.  It  is  considered  no  part  of  wisdom 
among  practical  men  to  expect  something  for  nothing, 
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(iissimilar  elements  are  loosely  united  by  weak  amalgam 
f»»r  citizenship,  each  still  acting  for  himself  with  little 
love  of  country  or  true  patriotism, — an  incongruous  mix- 
ture without  too  much  consistency  or  conscience. 

It  was  once  a  proud  boast,  that  of  American  citizen- 
ship ;  a  proud  boast  in  the  early  fifties  to  be  of  California ; 
now,  politically,  we  are  one  with  the  Polish  Jew,  the 
Italian  fishwife,  and  the  wooly  negro  from  the  jungles  of 
Africa.  And  herein  is  hidden  a  fetish.  For  the  en- 
couragement of  faddists,  however,  we  might  say  that  a 
thousand  years  of  intelligent  effort  may  possibly  bring 
back  American  citizenship  to  where  it  was  a  hundred 
years  ago. 

The  truth  is  we  run  our  good  things  to  extremes,  to 
fads  and  fetishism.  We  make  a  fetish  of  money,  of 
education,  of  labor,  of  the  negro,  of  immigration  and 
assimilation;  the  exercise  of  our  prostituted  suffrage  is 
a  solemn  rite.  Commercial  honesty  is  regulated  by  the 
cash  register,  and  political  integrity  by  the  size  and 
quality  of  the  bribe.  The  negro  fetish  incarnates  a  false 
spirit,  so  proved  by  attempts  at  social  equalization.  The 
labor  fetish  is  equally  fallacious  in  attempting  the  im- 
possible in  politics  and  economics.  The  education  fetish 
out-swells  all  the  others,  even  to  bursting,  the  inevitable 
tendency  of  all  measures  where  one  class  of  voters  orders 
the  goods  which  another  class  is  to  pay  for. 

We  also  love  our  little  fictions,  even  going  so  far  in 
one  instance  as  to  stamp  the  lie  upon  our  coin,  In  God 
We  Trust,  whereas  do  we  not  know  that  it  is  in  the  dollar 
we  trust?  We  support  newspapers  with  their  too 
palpable  hypocrisies,  their  distorted  statements,  and 
their  interminable  braggadocio  and  vulgar  self-praise. 
Conscienceless  sheets,  bribed  by  German  influence,  show 
the  fact  plainly  enough  on  their  face,  and  carry  not  the 
conviction  they  imagine,  but  excite  only  disgust. 
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Nor  should  we  expect  profound  wisdom  from  the 
pacificists  who  fancy  they  can  stop  the  juggernaut  car 
of  war  with  windy  words.  No  harm  to  pose  for  effect, 
good  friends,  or  to  advertise  your  inefficiency,  if  such  be 
your  purpose ;  but  unless  you  are  prepared  to  grant  each 
belligerent  his  own  terms,  your  efforts  are  wasted,  how- 
ever supported  they  may  be  by  a  shoal  of  learned  cranks, 
or  however  successful  you  may  have  been  making  cheap 
automobiles  or  running  a  sensational  church  or  a  super- 
fluous university. 

As  a  rule  an  efficient  man  of  affairs  makes  a  better 
executive  officer  than  a  college  professor  trained  within 
restrictive  lines;  for  under  the  former,  while  obtaining 
the  highest  political  advantage,  economic  supremacy  is 
secured  as  well.  Pedagogy,  ideality,  and  practical  politics 
do  not  assimilate.  Luck  takes  place  before  discernment, 
though  often  less  lasting.  The  higher  we  are  carried  by 
good  fortune  the  greater  is  sure  to  be  the  fall.  For 
learned  verbiage  commend  me  to  the  German  doctors  and 
professors  in  their  impotent  attempts  to  reconcile  the 
teachings  of  Christ  with  the  doings  of  the  devil. 

Education  is  a  good  thing  in  reason,  but  like  all  good 
things  is  subject  to  abuse.  Carried  to  excess  it  becomes 
a  fad  or  a  fetish,  doing  in  many  cases  more  harm  than 
good.  If  continued  on  present  lines  of  demagogism, 
wherein  loud-mouthed  extremists  pay  nothing  for  its 
support,  we  shall  presently  see  any  lazy  lout  taken  up 
and  fed  and  clothed  while  old  saws  are  pumped  into  him, 
afterward  to  be  set  up  in  business  and  a  dwelling  and 
wife  provided.  From  the  intellectually  over-fed  girl 
comes  the  super-woman  spoiling  something  better,  while 
boys  are  taken  from  work  they  are  fitted  for  and  con- 
signed to  failure.  Education  with  us  is  too  cheap,  and 
embellished  with  too  many  useless  accessories.  What 
costs  nothing  is  seldom  highly  prized.     Our  foremost 
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men  are  usually  among  those  unspoiled  by  superfluous 
education. 

Furthermore,  it  stands  out  plainly  enough  to  those 
who  would  see  it  that  men  and  women  have  each  their 
sphere  of  usefulness,  and  in  which  they  excel,  for  so  was 
made  man,  male  and  female;  it  is  as  much  out  of  place 
for  women  to  attempt  the  more  virile  duties  of  men  as 
for  men  to  usurp  the  domestic  functions  of  women. 

Half  of  our  higher  educating  is  worse  than  wasted  in 
spoiling  inferior  material  for  the  more  useful  occupations 
in  life.  Injudicious  education  narrows  the  intellect, 
paralyzes  originality,  and  destroys  the  initiative.  Still 
more  senseless  is  giving  Japanese  free  education  with 
which  to  destroy  us  whenever  the  opportunity  offers. 
And  worst  of  all  is  to  permit  German  professors  in  the 
pay  of  American  universities  to  poison  the  minds  of  our 
youths  with  the  doctrine  of  Prussian  brutism,  militarism, 
and  kaiser  kultur.  Do  we  want  America  Germanized? 
Do  we  want  to  eliminate  from  our  curriculum  every  senti- 
ment of  right  and  wrong  and  teach  only  the  morality  of 
murder? 

The  sham  and  charlatanry  attending  our  elections, 
with  the  pretence  of  patriotism,  and  the  duty  of  every 
citizen  to  deposit  his  vote — cash  value  by  the  thousand 
fifty  cents  each ;  eligibility  determined  by  skin-tint ;  white 
or  black,  male  or  female,  admissible,  but  nothing  yel- 
low ; — ^while  partly  true  is  none  the  less  diverting. 

Nor  is  it  good  polity  to  permit  the  jitney  nuisance  to 
menace  the  safety  of  a  city  full  of  people  and  ruin  legiti- 
mate transportation,  the  only  means  of  reaching  the 
suburbs  or  of  extending  the  city  limits. 

A  sum  equal  to  the  waste  of  the  present  congress  and 
the  public  funds  spent  in  measures  to  secure  the  reelection 
of  its  members  would  give  us  a  merchant  marine  and 
army  and  navy,  men  and  implements,  worthy  of  the  honor 
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and  dignity  of  a  great  nation,  and  at  the  same  time  furnish 
profitable  employment  for  all  workers. 

The  United  States  is  quite  in  demand  just  now.  Labor 
wants  it,  socialists  want  it.  women  want  it,  the  Catholics 
want  it,  while  the  Jew,  the  Irishman,  and  the  notable 
cheap  automobile  maker  each  thinks  he  has  it  already. 
Mother  England  would  regulate  our  commerce,  while 
Germany  is  interested  in  watching  the  effects  of  bomb- 
play  on  neutrality.  The  administration  at  Washington 
would  like  to  retain  office  for  another  term,  for  a  dozen 
other  terms,  and  so  undertakes  to  straddle  several  fences 
at  one  time,  at  which  effort  it  cuts  a  sorrowful  figure. 

We  must  admit  that  the  prospect  for  immediate  im- 
provement in  San  Francisco  is  not  flattering.  However  it  may 
be  with  our  friends  at  the  east,  however  benefited  they  may  be 
by  the  war  in  Europe,  the  Panama  canal,  and  the  now  some- 
what obsolete  cry  of  peace  at  any  price,  however  guarded  and 
protected  shipping  interests  on  the  Atlantic  may  be,  we  in 
California  are  not  growing  stronger,  but  weaker,  both 
politically  and  economically.  We  cannot  have  true  and 
permanent  prosperity  with  an  administration  at  Washing- 
ton whose  primary  purpose  is  to  secure  its  continuance 
in  office,  whose  injudicious  measures  while  increasing  tax- 
ation destroy  industries,  and  sweep  commerce  from  the 
ocean  while  pandering  to  laborism  for  votes,  thus  throw- 
ing thousands  of  American  seamen  out  of  employment, 
and  giving  the  carrying  trade  of  the  Pacific  to  the  Jap- 
anese, who  hold  high  carnival  over  our  idiocy,  we  mean- 
while maintaining  the  Panama  canal  more  for  their  benefit 
than  for  our  own. 

Placing  in  high  office  rabid  labor  leaders  for  the  labor 
vote  is  not  the  best  way  to  establish  equitable  relations 
between  labor  and  capital,  and  few  will  deny  that  a  more 
injudicious  measure  than  the  so-called  seamen's  bill  was 
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never  before  passed  by  a  legislative  body, — a  bill  at  once 
fatal  to  the  merchant  marine  while  seriously  crippling 
the  navy.  By  this  one  act  of  a  self-serving,  partisan  con- 
gress industrial  development  at  San  Francisco  bay  has 
been  set  back  for  many  years. 

Boomers  point  to  midcontinent  and  Atlantic  coast 
prosperity,  and  quote  railroads,  food  products,  and  war 
munitions,  which  is  all  very  well,  but  where  does  Cali- 
fornia come  in?  What  are  the  people  of  the  Pacific  coast 
doing  to  secure  some  of  the  advantages  from  the  wonder- 
ful canal,  and  the  so-helpful  war?  Nothing;  there  will 
be  the  overflow  from  the  east,  optimists  say,  which  will 
make  us  rich, —  tourists,  retired  capitalists  with  enter- 
prise all  sucked  out  of  them  making  homes  here,  and 
always  lovers  of  pleasure  in  plenty;  so  may  we  content 
ourselves  with  the  crumbs  that  fall  from  the  tables  of 
progressive  industry  over  the  way,  and  henceforth  write 
ourselves  The  happy  land  of  Eastern  Overflows. 

What  can  we  do?  Do !  Any  thing,  everything.  Abolish 
labor  intrigue;  drive  laborism  out  of  politics  as  Hiram 
Johnson  drove  railroads  out  of  politics ;  relegate  the  old- 
time  commercial  traveller  back  to  the  people  that  sent 
him,  and  peace  propagandists  to  the  sewing-circle  and 
sunday-school ;  then  make  things  and  sell  them. 

Let  our  very  best  men  organize  for  establishing  and 
promoting  manufactures  on  the  broadest  conceivable 
basis,  yet  always  along  practical  and  commonsense  lines ; 
establish  a  world  commercial  clearing  house,  and  invite 
all  nations  and  all  industries  to  keep  a  stock  of  their  goods 
here  for  sale;  establish  also  a  commercial  training-school 
for  clerks  and  business  men  to  study  the  ways  of  foreign 
peoples  of  whom  they  would  make  customers,  their  wants 
and  necessities,  their  manners  and  methods,  their  weak- 
nesses and  their  strength,  their  proclivities  and  their 
languages ;  then  send  out,  not  a  boy  with  a  carpet-bag  of 
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samples,  but  ship-loads  of  the  best  men  obtainable  for  the 
purpose. 

Seems  chimerical,  does  it?  But  it  is  not,  nor  half  so 
difficult  to  accomplish  as  the  magic  feat  of  your  so  superb 
and  successful  fair  which  to-day  is  and  tomorrow  is  cast  into 
the  oven. 

Following  the  age  of  gold  and  the  age  of  grain,  came 
to  California  fruit,  which  however  welcome  as  a  luxury 
does  not  meet  the  war-time  necessity  as  a  staple  food 
product,  and  with  land  at  $500.  an  acre  and  a  limited 
market  does  not  pay  the  producer.  To  restore  to  fertility 
worn-out  grain  lands,  after  a  half-century  of  non- 
rotated  crops,  is  troublesome  and  expensive ;  hence  for  the 
present  at  least  it  is  with  us  manufacturing  or  a  dulce  far 
niente  existence.  With  manufacturing,  commerce  will 
follow,  but  where  we  have  but  little  to  send  away  there 
can  be  but  little  commerce. 

Yet  further,  San  Francisco  can  attain  the  full  measure 
of  her  high  privileges  only  by  such  commerce  and  manu- 
factures as  can  successfully  compete  with  the  rest  of  the 
world,  while  the  builders  of  the  canal  can  derive  benefit 
and  not  actual  loss  from  building  it  only  by  a  merchant 
marine  which  can  successfully  compete  with  other  nations 
in  the  carrying  trade  of  the  world.  To  bar  cheap  foreign 
goods  by  high  duties,  as  some  would  have  it,  as  a  remedy 
for  the  exclusion  of  cheap  labor  is  as  illogical  and  absurd 
as  to  drive  American  ships  from  the  ocean  in  order  to 
benefit  American  seamen. 

The  bald  facts  remain  that  we  have  built  a  canal  for 
the  use  of  all  nations,  and  all  nations  are  profiting  by  the 
use  of  it,  largely  to  the  detriment  of  the  builders.  In  the 
main  traffic  between  the  Asiatic  shore  of  the  Pacific  and 
the  shores  of  the  Atlantic  California  is  left  out,  while 
Japan  derives  the  benefit  from  it.    Some  in  California  saw 
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how  matters  were  tending  from  the  start;  some  will  not 
see  them  as  they  are  even  now. 

England  and  Japan  should  be  grateful,  but  they  are 
not.  They  smile  at  our  government  as  pedagogic,  and  at 
our  men  of  affairs  as  tamely  submissive ;  in  the  meantime 
taking  all  that  they  can  get  and  giving  for  it  as  little  as 
possible. 

Many  feared  a  slump  after  the  fair,  but  that  was  im- 
possible because  there  was  nothing  to  collapse,  neither 
agriculture  commerce  nor  manufactures.  The  fair  was 
magnificent,  and  accomplished  a  great  work  in  making 
better  known  our  country  and  climate.  All  honor  to  the 
men  who  conceived  it  and  carried  it  forward  to  a  success- 
ful issue.  Though  many  houses  in  the  city  remained 
empty  during  the  nine  months  of  its  continuance,  and 
business  was  dull,  the  hotels,  apartment  houses,  and 
certain  stores  reaped  a  rich  harvest.  But  these  were 
neither  natural  wealth  nor  economic  industry.  The  boasts 
about  building  and  bank  clearances  were  misleading,  and 
intended  to  mislead,  as  they  were  largely  incident  to  the 
exposition,  and  not  belonging  to  the  business  proper  of 
the  city.  We  should  hardly  consider  the  issuance  of  dis- 
torted statements  good  policy  under  any  circumstances. 

Frolic,  festivals,  and  fairs  are  not  business  but  play, 
though  play  sometimes  is  good  business.  But  if  all  work 
and  no  play  makes  Jack  a  dull  boy,  all  play  and  no  work 
makes  a  travesty  of  business  and  a  fool  of  the  community. 

There  are  good  business  men  who  believe  in  booming, 
who  like  to  look  upon  the  bright  side,  who  will  even 
stretch  the  truth  a  little  to  make  the  bad  appear  better ; 
there  are  others  who  prefer  looking  facts  squarely  in  the 
face,  and  meeting  the  situation  as  become  strong,  sensible 
men.  Nothing  is  gained,  either  in  business  or  journal- 
ism, by  hollow  buncombe. 


in 


THE  FIRST  PORT  OF  THE  PACIFIC 

We  have  become  wealthy  and  great,  not  because  of  our 
government  but  in  spite  of  it;  we  have  become  lax  in 
morals,  in  integrity,  and  in  patriotism,  not  because  of  our 
wealth  and  greatness,  but  because  of  civic  degeneration, 
because  of  our  flinging  away  our  most  precious  inherit- 
ance, American  citizenship  of  the  quality  bequeathed  to 
us  by  the  founders  of  the  republic. 

Looking  nearer  home  for  the  cause  of  our  industrial 
doldrums,  we  can  but  observe  that  when  a  body  of  in- 
telligent and  efficient  men,  prominent  citizens  of  no  mean 
city,  meet,  not  once  or  twice  but  several  times,  for  the 
sole  purpose  of  organizing  and  acting  for  the  promotion 
of  manufactures ;  when  in  all  their  free  and  thorough  dis- 
cussions, which  are  always  along  lines  of  experience  and 
discretion,  advantages  brought  forward  and  obstacles 
removed,  and  never  a  word  spoken  as  to  the  primary 
essential  in  all  economic  achievement,  and  never  anything 
accomplished,  we  may  safely  conclude  that  there  is  some- 
thing rotten  in  Denmark. 

For  these  are  of  our  city's  best,  equal  to  the  best  of 
any  city;  men  accustomed  to  meet  and  overcome  diffi- 
culties, not  to  give  way  before  them;  who  could  watch 
the  flames  devour  their  city  without  a  whimper,  and  re- 
build it  in  proportions  of  beauty  and  utility  such  as  were 
never  dreamed  of  before;  who  could  raise  for  a  world 
exposition  five  million  dollars  at  the  first  sitting,  to  be 
supplemented  by  twenty-five  millions  more,  and  carry 
forward  the  enterprise  with  such  wisdom  and  discretion, 
and  with  such  successful  results  as  to  command  the 
admiration  of  all  nations ;  and  this  in  the  face  of  Mexico's 
madness  and  Europe's  suicide;  who  could  subscribe  off 
hand  a  million  dollars  of  their  own  money  for  an  opera 
house  to  cover  a  city  block,  even  though  the  project  be 
defeated  by  a  puerile  mayor  for  labor  votes,  leaving  in 
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the  civic  centre  a  ghastly  scab,  there  long  to  remain  as  a 
memento  of  official  charlatanry  and  imbecility. 

They  will  stand  up  before  the  scowhng  Nipponese, 
scowling  because  after  we  have  given  them  so  much  we 
do  not  give  them  more,  while  the  administration  at 
Washington  is  shaking  in  its  shoes  from  fear — fear  of 
damage  to  party,  to  the  high  ideals  of  pedagogic  purity, 
and  flinging  away  to  them  our  dearest  possession,  our 
chief  dependence  for  a  brilliant  future,  the  supremacy  of 
the  Pacific. 

Nor  are  they  indifferent  to  the  destiny  of  our  superb 
bay,  or  unappreciative  as  to  its  glorious  potentialities,  or 
blind  to  the  absolute  necessity  of  general  manufacturing 
as  the  chief  factor  of  permanent  growth  and  prosperity. 

They  know,  as  history  tells  them,  that  a  centre  of 
industry — not  a  centre  of  art,  or  of  education,  or  of  wealth 
science  or  rehgion,  but  a  centre  of  industry  is  a  centref  of 
empire,  and  that  of  all  great  monuments  to  industrialism 
which  have  ever  arisen  by  the  hand  of  man  there  has 
never  been  one  with  conditions  and  opportunities  at  the 
beginning  superior  to  those  of  their  own  city  and  bay. 
Sir  Gilbert  Parker  can  see  from  London  more  than  some 
of  us  can  see  here  on  the  ground.  He  says  that  the 
Panama  canal  will  soon  make  the  western  ocean  alive 
with  shipping  like  the  Atlantic,  our  world  exposition 
meanwhile  foreshadowing  the  magnificence  of  the  central 
port  of  San  Francisco,  where  all  this  human  activity  is 
ordained  by  geography  to  foregather  and  concentrate  its 
energy,  while  with  her  wonderful  situation  California 
may  soberly  aspire  to  the  queenship  of  the  Pacific  in  its 
noonday  maturity. 

They  know  too,  these  our  first  citizens,  as  every  one 
knows,  of  their  city's  embarrassment ;  they  know  the 
cause  of  it,  and  feel  the  humiliation  and  disgrace  attend- 
ing it,  and  notice  how  few  are  inclined  to  speak  of  it, — 
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that  a  strange  reticence  in  this  respect  pervades  the 
community.  They  know  this  yet  will  not  see,  or  seeing 
will  not  touch,  or  touching,  it  is  with  fingers  so  softly 
applied  as  to  soothe  rather  than  to  eradicate. 

They  know  very  well  that  without  tree  labor,  without 
operatives  at  a  moderate  wage,  such  as  will  enable  us 
successfully  to  compete  with  others  we  can  have  no 
factories ;  in  a  word  that  without  reasonably  cheap 
labor  we  cannot  engage  in  general  manufacturing,  which 
is  an  essential  of  our  progress  and  prosperity. 

They  fathom  fully  the  bugaboo  made  of  cheap  labor, 
and  the  arrant  nonsense  current  concerning  it.  They 
understand  perfectly  that  more  than  half  the  work  of  the 
world  is  low  grade,  and  must  be  done  by  humble  workers 
or  not  at  all,  the  higher-up  toilers  being  too  dainty  for  it; 
that  reasonably  low  pay  to  inferior  laborers  is  as  great  a 
boon  as  high  pay  to  skilled  workmen,  as  to  the  low  grade 
worker  it  is  that  or  nothing,  and  all  that  stands  between 
him  and  starvation ;  and  that  without  cheap  labor  and 
cheap  laborers  millions  must  suffer,  while  farm  and 
factory  work,  domestic  service  and  scores  of  useful  and 
beneficial  industries  must  to  a  certain  extent  be  given  up. 

They  are  neither  fools  nor  sentimentalists,  who  would 
run  their  business  as  benevolent  institutions.  They 
give  to  all  charities  liberally,  but  they  find  it  better  to 
make  the  money  first  by  practical  and  legitimate  ways, 
and  then  give  it  than  to  ruin  their  business  attempting 
impracticable  methods. 

Sentimental  ism  as  applied  to  industrial  development  is 
out  of  place,  and  the  fallacies  attending  American  citizen- 
ship, assimilation,  and  cheap  labor,  must  be  dismissed  if 
anything  of  importance  is  to  be  accomplished. 

Even  were  industrialism  to  be  conducted  as  a  charity 
there  were  more  to  be  said  in  favor  of  the  humble  worker, 
whose  low  wage  means  to  him  bread,  than  of  the  as* 
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sertive  artisan  who  pays  his  exploiter  to  secure  for  him  a 
high  wage  and  short  days  which  give  him  more  time  and 
money  for  political  agitation  and  the  drinking  saloons. 

And  yet  these,  our  best  men,  seem  content  to  see  their 
highest  interests  sacrificed,  and  themselves  relegated  to 
lives  of  tame  respectability.  Writing  truthfully  and 
plainly  to  a  friend  as  to  the  situation  here  at  present  they 
would  say,  "The  greatest  opportunity  for  great  things 
ever  before  offered ;  but  first  the  place  needs  cleaning  up, 
politically,  morally,  and  industrially.  True,  we  can  give 
our  customers  now,  under  hall-mark  'Made  in  San 
Francisco',  a  guaranteed  article  produced  all  by  white 
labor  at  the  highest  wage  and  shortest  hours,  under  labor 
lords  who  take  their  accustomed  toll,  and  supply  the 
goods  at  a  price  but  little  higher  than  Germany  and  Japan 
ask  for  a  better  article.  No  poor  white  trash  paying 
nothing  to  the  labor  leaders,  and  nothing  yellow  per- 
mitted to  work  at  any  price,  no  matter  how  advantageous 
to  the  producer  or  to  the  commonwealth.  Government 
loose ;  justice  facile ;  morals  easy ;  and  politics,  mostly  of 
the  Irish  and  Catholic  persnasion,  as  usual,  rotten." 

Some  good  citizens  are  less  ambitious,  less  enterpris- 
ing than  others,  or  have  the  city's  interest  less  at  heart. 
These  may  say  in  all  sincerity,  Why  should  we  bother? 
we  are  rich,  we  are  inferior  to  none,  we  have  everything 
that  money  can  buy, — ah!  there  is  the  rub.  There  is  a 
nobler  life  that  is  not  satisfied  with  what  money  can  buy. 
In  truth,  the  greater  the  present  wealth,  the  less  satisfied 
the  intelligent  possessor  is  inclined  to  be  with  what  it 
will  buy. 

Romulus  and  Remus,  suckled  by  the  wolf,  glad  for  the 
nourishment  were  content.  The  half-naked  Venetians, 
paddling  in  Adriatic  mud,  had  all  that  money  could  buy, 
and  were  content,  but  not  so  the  dominating  doges  of 
the  imperial  city  that  uprose  from  that  mud.    London,  a 
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city  of  cities,  as  our  city  should  be  including  all  the  bay 
shore,  was  content  as  a  Thames  embankment,  but  not  so 
her  destiny,  and  not  so  our  destiny.  Paris  was  gay  Paris 
as  Julius  Caesar  found  it,  a  collection  of  mud  huts  on 
the  banks  of  the  Seine,  and  it  will  always  be  gay  Paris 
as  our  city  will  always  be  gay  San  PYancisco,  but  Clovis 
and  Hugh  Capet  were  not  satisfied  with  the  mud  huts 
however  happy  their  former  occupants  had  been  in  their 
possession. 

It  was  evident  from  the  beginning  that  unless  some 
special  effort  was  made  to  secure  practical  benefits  from 
the  Panama  canal  and  the  war  in  Europe  those  occur- 
rences would  prove  to  California  loss  rather  than  profit. 
It  is  not  the  mill  that  makes  the  water  run.  In  the 
absence  of  extensive  staple  agricultural  products  and  cor- 
responding commerce,  and  comparatively  little  accomp- 
lished toward  starting  up  general  manufacturing,  the  dis- 
advantages have  proved  greater  even  than  was  antici- 
pated. We  have  every  facility  for  making  anything  that 
can  be  made  elsewhere,  that  is  to  say  cheap  raw  material, 
cheap  power,  cheap  transportation,  moderate  living  ex- 
penses,— every  thing  but  labor  at  a  fair  and  reasonable 
wage,  and  on  this  score  the  city  is  held  up  by  the  pirates 
of  industry.  Germany  did  not  become  strong  and  great 
cringing  for  votes  or  through  subserviency  to  labor 
leaders. 

While  the  labor  leaders  heap  curses  upon  capitalists 
for  having  capital,  they  call  upon  capitalists  to  provide 
for  them.  Capital  signifies  not  only  stored  labor,  but 
labor  and  economy.  Were  there  no  capitalists  and  no 
government  within  reach,  upon  whom  would  they  then 
issue  their  demands  for  support?  Already  two-thirds  of 
the  profits  of  industry  go  to  labor,  but  the  laborites  would 
like  the  other  third  also. 
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The  main  impediment  to  progress  on  the  shores  of 
San  Francisco  bay,  and  the  only  impediment,  it  is  safe 
to  say,  is  the  labor  situation,  the  capture  and  control  of 
labor  and  the  coercion  of  both  employer  and  employed 
by  exploiters  of  the  workingman,  who  thus  hold  a  mon- 
opoly of  labor  and  manipulate  it  to  their  own  advantage. 
Because  of  these  industrial  parasites  preying  upon  the 
vital  interests  of  the  country  enterprise  is  crushed,  and 
scores  of  great  industries  are  driven  from  our  city  every 
year.  The  laborites  assume  that  employers  can  pay  any 
wage  they  choose,  and  that  it  is  their  duty,  and  the  duty 
of  government,  to  give  labor  employment  on  its  own 
terms.  They  teach  their  proteges  that  it  is  right  and 
proper  to  base  wages  on  the  needs  of  the  worker  instead 
of  following  the  laws  of  economics,  which  demand  that 
the  product  shall  not  cost  more  than  it  will  sell  for. 

Another  fallacy  is  that  the  man  with  a  family  is  entitled 
to  more  consideration  than  the  man  without  one,  when  in 
reality  the  former  should  be  punished  for  bringing  children 
into  the  world  without  any  provision  for  their  support.  For 
the  past  fifty  years  we  have  been  breeding  downward  instead 
of  upward,  and  we  are  just  now  beginning  to  see  the 
lamentable   result   and   take   tardy   action. 

Thoughtful  persons  view  with  concern  the  rapid  drift- 
ing of  the  government  into  the  hands  of  labor  leaders. 
Present  at  every  state  and  national  legislature  are  the 
exploiters  of  the  workingmen  active  in  the  defeat  of  every 
measure  that  does  not  give  them  some  unfair  advantage. 
They  also  employ  every  pos,sible  method  to  warp  the 
judgment  of  courts  and  defeat  the  ends  of  justice. 

Opportunities  for  successful  manufacturing  are  as  open 
now  as  ever  they  were  but  for  the  pirates  of  industry, 
opportunities  likewise  for  the  impecunious  to  labor  dili- 
gently, if  they  so  desire,  uniting  frugahty  with  ability,  and 
become  capitalists,  as  thousands  have  done  before   them. 
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became  rich  or  great  serving  a  labor  leader, 
i  are  based  on  imposition  and  fraud,  that 

least  possible  return  for  the  most  possible 
I  enforced  inefFicivncy  and  thriftlessncss. 
adustry  under  the  regime  of  the  laborites 
ne.  Threats  and  intimidation  are  the  argu- 
1,  coercion  the  law,  and  dynamite  the  ultj- 
Zlrtme  is  the  atmosphere  in  which  it  lives 
rikes  are  a  crime,  boycotts  are  a  crime, 
nurder  are  crimes.  The  many  trickeries 
rigues  for  fraudulent  purposes,  for  obtain- 
;ty  something  Bor  nothing, — well,  call  it 
rime  of  the  vile  and  vulgar, 
in  our  midst  a  labor  monopoly  is  a  disgrace 
lent.  It  is  a  crime  to  put  to  inconvenience 
ntire  community  that  a  coterie  may  indulge 
revenge.  It  is  infamous  to  ruin  by  means  of 
e^>ectable  and  law-abiding  tradesman,  ofB- 
urts  abetting,  because  he  refuses  to  obey  the 
ipacious  labor  leaders.  It  is  a  reflection 
ity  and  integrity  of  any  government  that 
;  to  assume  its  functions  and  dominate  at 

workingman  cannot  work  here  without  a 
ip  strife  and  keep  industries  in  a  ferment, 
:  to  some  land  which  suits  him  better. 
jses  upon  labor  as  opportunity  offers.     It 

so  and  always  will  be  so  until  man's  nature 
boT  gets  the  better  of  capital  whenever  it 
lans  or  foul,  and  will  continue  to  do  so  if 
ices  of  the  workingman's  exploiter.  It  is 
:o  defend  itself,  fairly  and  legitimately,  and 
at  purpose ;  but  it  is  not  right  to  retaliate 
le  general  public,  or  resort  to  illegal  means 
nent  of  its  rules  and  pohcies. 
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It  is  no  part  of  the  laborer's  business,  as  a  laborer, 
to  regulate  society  or  run  the  government,  any  more  than 
it  is  the  business  of  railroads  or  trusts  to  do  so.  These 
functions  belong  to  the  people  at  large,  and  not  to  any 
one  class.  Laborism  in  America  is  fast  becoming  like  mili- 
tarism in  Germany;  we  may  be  very  sure  that  neither  will 
prove  pleasant  nor  profitable. 

What  are  the  labor  leaders  doing  for  workingmen? 
They  begin  by  weakening  the  intellect  in  playing  provi- 
dence, making  of  them  first  children  and  then  fools.  They 
give  to  those  who  pay  them  for  it  all  the  work  at  a  high  rate, 
to  the  destruction  of  enterprise,  leaving  those  who  do  not 
pay  without  work,  they  and  their  families  to  starve.  They 
dominate  industry,  permitting  no  boy  to  learn  a  trade  unless 
they  are  first  paid  for  it.  They  mollycoddle  the  poor 
toilers,  as  they  call  them,  into  puerility,  until  they  have  no 
more  manliness  or  independence  than  a  Mexican  peon. 

Organized  industry  is  gradually  undermining  society 
and  subverting  government.  It  is  a  pernicious  system, 
injurious  most  of  all  to  the  workingman,  before  whose 
mind  is  ccmstantly  kept  by  his  exploiters  the  false  idea 
that  his  is  an  injured  class.  It  is  right  and  proper  for 
those  who  do  the  work  of  the  world  to  possess  the  world, 
but  the  daily-wage  man  is  not  the  only  one  that  works. 

It  is  not  that  we  need  fear  a  permanent  reign  of  labor, 
and  this  for  two  reasons.  First,  through  ignorance  and 
incompetency  the  policies  promoted  by  the  labor  leaders 
are  largely  suicidal,  such  as  in  the  end  will  bring  destruc- 
tion upon  themselves ;  and  secondly,  the  wonderful  rapidity 
with  which  machinery  is  invented  to  take  the  place  of  men 
will  limit  more  and  more  the  sphere  of  the  workingman 
and  destroy  the  occupation  of  his  overseer.  Delay,  however, 
at  the  present  time  in  our  great  industrial  development  is 
disastrous. 
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We  will  give  to  the  earlier  champions  of  labor  their 
full  meed  of  praise;  we  will  give  to  the  present  exploiters 
of  the  working-man  our  just  condemnation;  we  will  give 
to  any  community  which  for  any  reason  or  excuse  will 
submit  to  the  continued  impositions  of  any  coterie  or  class 
our  unequivocal   disapproval. 

It  was  a  grand  thing  to  do,  a  righteous  thing,  to  emanci- 
pate down-trodden  labor  from  the  tyranny  of  capital,  from 
the  impositions  of  mercenary  and  evil-minded  men,  never 
again  to  be  so  enslaved.  It  is  not  g^nd  or  righteous  for 
liberated  labor  to  turn  on  its  benefactors  and  well-wishers, 
and  in  a  spirit  of  hate  and  revenge  put  to  the  sword  the 
comfort,  peace,  and  progress  of  whole  connnunities  of  which 
they  are  a  part,  and  on  which  they  are  still  dependent  for 
all  the  blessings  of  life. 

Nine  tenths  of  the  rich  men  in  America  today,  they  or 
their  fathers,  were  workingmen,  as  their  sons  may  be  after 
them,  and  they  were  neither  ruled  nor  exploited  by  any 
labor  leaders,  but  were  free,  self-respecting  American 
citizens,  who  elected  good  men  to  office,  and  managed 
their  affairs  in  their  own  way. 

Nine  tenths  of  the  whiskey  shops,  hot-beds  of  debauch- 
ery and  demagogism,  are  directly  or  indirectly  kept  running 
by  laborism,  labor  leaders,  their  satellites  and  supporters. 

The  term  cheap  labor  as  applied  to  the  Chinese,  is  a 
bogey  which  has  fooled  the  United  States  up  to  the  limit 
for  a  half  century,  and  all  at  the  instigation  of  a  blatant 
Irishman  with  his  dinner  pail  and  dray  on  the  drifting 
sands  of  San  Francisco. 

With  cheap  labor  much  good  can  be  accomplished  which 
otherwise  must  remain  undone.  With  cheap  labor  a  forest 
can  be  cleared,  a  swamp  drained,  arid  lands  watered,  fac- 
tories and  mills  put  in  operation,  and  thousands  of  bene- 
ficient  enterprises  carried  on,  giving  food  and  raiment  to 
starving  millions  who  seek  not  luxuries  but  a  livelihood ;  at 
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the  same  time  solving  many  problems,  such  as  high  cost 
of  living,  unemployment,  pauperism,  and  the  rest. 

The  policy  of  our  latter-day  labor  leaders  is  the  meanest 
and  most  selfish  of  any  thing  ever  before  invented,  and 
totally  opposed  to  their  own  interests  as  well  as  to  the 
interests  of  the  commonwealth,  and  to  the  purposes  of  the 
founders  of  the  republic,  which  was  the  greatest  good  to 
the  greatest  number  the  world  over. 

Labor  imagines  it  gets  the  better  of  its  employer  by 
securing  the  same  pay  for  fewer  hours,  but  the  fancied 
advantage  only  reacts  upon  the  laborer,  limiting  his  effi- 
ciency to  his  own  loss  in  the  end.  For  as  water  finds  its 
level,  so. the  price  of  labor  finds  itself  regulated,  not  by 
the  necessities  of  the  laborer  but  by  the  potential  price  of 
the  product.  Further  than  this  the  workingman  should 
know  that  money  obtained  by  indirect  methods  at  the  hand 
of  fraudulent  overseers,  howsoever  much  food  for  the  mind 
and  generous  living  it  will  buy,  will  never  make  for  im- 
proved citizenship. 

More  than  half  the  work  of  the  world  is  low  grade, 
as  has  been  said,  and  is  and  ought  to  be  done  by  cheap 
labor.  More  than  half  the  farm  and  factory  work  is 
unskilled  labor,  which  more  than  half  the  world  would  be 
glad  to  get  at  a  moderate  wage,  yet  the  laborites  forbid 
them,  preferring  to  see  them  starve.  Let  cheap  labor  be 
given  to  the  cheap  laborers  among  us  until  all  are  em- 
ployed ;  then  as  more  are  required  bring  in  the  best  obtain- 
able regardless* of  color  or  creed. 

We  need  the  Chinese  as  servants,  not  as  masters;  as 
subjects,  not  as  rulers ;  as  humble  workers  at  humble  work, 
not  as  arrogant  labor  lords  to  comer  industry,  whip  capital, 
and  ruin  all  honest  tradesmen  who  dare  to  manage  their 
business  in  their  own  way. 

We  do  not  want  Asiatics  to  come  in  unlimited  numbers, 
or  to  own  land  or  settle  themselves  here.  We  do  not  want 
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their  children  born  here  to  become  citizens,  any  more  than 
we  want  apes  bom  here  to  become  citizens.  Let  those  come 
only  for  whom  we  have  work,  which,  when  finished,  let 
them  be  returned  to  their  homes.  Europe  is  fast  killing  off 
her  surplus,  and  it  is  no  time  for  America  to  shackle  in- 
dustry or  permit  exploiters  to  manacle  cheap  labor. 

By  cheap  labor  I  do  not  mean  a  starvation  wage,  but 
a  wage  such  as  is  paid  elsewhere,  and  such  as  will  enable 
us  to  compete  with  manufactures  elsewhere.  To  fix  a  mini- 
mum wage  is  to  deprive  thousands  of  laborers  of  any  wage 
at  all,  that  others  who  pay  the  exploiter  may  have  what 
work  there  is  at  a  higher  wage,  and  at  the  same  time 
stop  the  wheels  of  industry.  The  inexorable  law- of  supply 
and  demand  cannot  be  conventionally  ignored.  Manufact- 
iirers  cannot  be  compelled  by  law  to  employ  operatives 
at  a  higher  wage  than  the  value  of  the  product  will  justify, 
or  in  other  words  to  do  business  at  a  loss.  They  can  decline 
business  when  it  does  not  pay,  which  only  increases  the 
evil,  adding  distress  to  the  workers.  Unemployment  b 
worse  than  a  low  wage.  Successful  business  cannot  be 
conducted  as  a  charity ;  even  were  it  so,  it  is  oftener  charity 
to  give  the  low  grade  worker  his  low  wage  than  the  high 
grade  worker  his  high  wage. 

The  laborer  needs  protection  from  the  labor  leader  far 
more  than  from  his  employer.  Unemployment  exists  mainly 
because  of  the  method  of  laborism,  which  gives  all  the  work 
to  half  of  the  workers  at  an  exorbitant  wage,  forbidding 
a  low  wage  altog^ether.  The  first  step  toward  solving  the 
problem  of  the  unemployed  is  to  give  them  their  fair  share 
of  the  work. 

Labor  monopoly  is  worse  than  cooperative  or  corporate 
monopoly,  as  the  former  is  manipulated  by  irresponsible 
and  unscrupulous  persons,  with  nothing  to  lose  and  every- 
thing to  gain,  while  the  latter  has  at  least  some  money  or 
property  responsibility  and  therefore  runs  the  risk  of  loss. 


THE  FIRST  PORT  OF  THE  PACIFIC 

Cheap  labor  is  as  essential  to  general  industry  as  water 
is  to  health.  To  deride  cheap  labor  and  moderate  though 
healthful  hving  is  the  most  senseless  and  suicidal  of  policies. 
As  well  deride  mule  or  machine  labor,  cheap  power,  cheap 
food,  cheap  raw  material ;  as  well  denounce  at  once  all  the 
requirements  of  competitive  industry  and  give  up  all 
attempts  at  general  manufacturing.  And  yet  more  absurd  is 
it  to  set  up  the  inoffensive,  plodding  Chinaman  as  a  menace 
to  American  interests  while  harboring  Irish  agitators,  Italian 
anarchists,  Russian  nihilists,  and  German  dynamiters  and 
bomb-planters. 

Some  laborers  are  worth  twice  as  much  as  others,  but 
all  who  pay  the  exploiter  must  be  paid  alike  by  the  employer. 
Some  laborers  arc  too  self-respecting  to  submit  to  the  com- 
mands of  a  keeper;  these  must  be  punished  and  not  per- 
mitted to  work  at  all.  Some  mechanics  can  work  twice 
as  fast  as  others,  but  the  fast  brick-layers  must  not  lay  a 
bride  more  than  the  slowest  is  able  to  do.  The  whole  organ- 
ization and  arrangement  is  placing  a  premium  on  incom- 
petency and  fraud. 

Can  we  not  have  cheap  labor  without  abusing  it?  And 
because  heartless  employers  have  abused  it  must  we  be 
thereby  forever  deprived  of  this  primary  essential  to  our 
progress?  We  cannot  have  true  and  permanent  prosperity 
so  long  as  our  prominent  bu^ness  men  permit  the  exploiters 
of  labor  to  run  their  business,  rule  the  courts,  and  fill  the 
public  offices  with  their  tools.  Labor  leaders  are  bad  enough 
any  where,  but  they  are  worse  in  San  Francisco  than  in  most 
other  places,  far  worse  than  at  San  Diego,  Los  Angeles, 
or  Seattle. 

There  was  no  cause,  there  is  no  excuse  for  the  expul- 
sion of  the  Chinese.  Of  all  the  aliens  that  ever  came  to 
America  they  are  the  least  objectionable  and  the  most  use- 
ful.    Their  good  qualities  are  imputed  to  them  as  faults; 
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s;   their   thrift,   niggardhness ; 

They   were  timid,  our  ways 
were  inoffensive,  unretaliative 
:refore  mean  and  cowardly, 
ed  in  places  apart,  as  did  the 
ship,  the  Russians,  Austrians. 

Turks,  Greeks,  Finns,  and 
rope,  where  filth  and  vice  were 
:)ue  Chinatowns  of  California. 
rd  than  to  scatter  themselves 
i.stricts,  as  the  Japanese  delight 
e  inhabitants  and  the  ruination 
es.  We  will  work  with  the 
at  with  them,  nor  sleep  with 

not  assimilate,  did  not  try  to 
r  Buddha,  did  not  trouble  our 
love  to  agitate,  did  not  demand 

did  not  care  to  meddle  in  our 
nent ;  better  for  us  had  there 
;se  respects. 

ly  mining  days  some  of  them 
er  to  the  extent  alleged,  but 
e  same  we  damned  them  daily. 
ley  gave  it  up  almost  entirely. 
as  their  rulers  had  seen  long 
ion  into  their  country;  so  that 
endom  more  of  the  stuff  was 

Asiatics,  while  in  California 
iiiinated  the  importation  of  the 

ever.  Few  Asiatics  at  present 
less,  with  all  our  Keeley  cures, 
ecked  by  rum. 

at  Britain  perpetrated  that  in- 
m  upon  the  Chinese,  notwith- 
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ot  reasonably  say  that  this  man  is  more  worthy 
ideration  than  the  other,  as  we  declare  that  all 
X  and  equal.    There  are  four  hundred  millions 

Chinese   paganism    to    German   Christianity; 

record  and  you  will  find  that  the  former  live 
caching's  of  Christ  than  the  latter, 
hman  would  doubtless  claim  superiority  over 
in,  but  it  would  be  diflficult  for  him  to  prove  it. 
:er  agitator,  dissension ist,  and  demagogue,  but 
as  house  servant,  fruit-grower,  or  factory  oper- 
,  between  the  two  I  prefer  in  my  family  a  good 
▼itator.  As  for  government  under  Irish  regime. 
Id  be  worse,  unless  it  were  militaristic  rule 
ermans. 

true  that  there  was  danger  at  any  time  that 

would  swarm  over  and  fill  this  country  like 
/as  said.  The  Japanese  might  do  this  but  not 
First,  it  is  against  their  nature  and  tradi- 
d,  the  trip  was  too  expensive,  frequently  in- 
sale  or  mortgage  of  wife  and  children;  third, 
■e  must  return;  even  if  dead  the  little  body 
ipped  in  a  well-spiced  bundle  and  sent  back 
3urth,  the  thing  was  tried  and  proved  that 
i  fell  below  a  certain  mark  the  tide  turned 
ere  more  returning  than  coming, 
fore  the  Turanian  founding  of  the  Chinese 
le  Yellow  River  valley,  and  while  western 
inhabited  only  by  half-naked  savages,  Cathay 
!epy  civilization  but  little  inferior  to  that  of 
:  people  were  rooted  to  their  homes  in  this 
ir  souls  guarded  by  their  gods  in  the  life  to 

has  them  ever  in  his  safe  keeping.  There 
ly  danger  of  the  Chinese  leaving  China,  they 
stins,  never  to  return. 
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They  came  hither  upon  the  formal  invitation  of  promi- 
nent San  Francisco  citizens  made  in  1849  through  a  dele- 
gation from  China,  assured  of  a  friendly  reception  and  fair 
treatment.  They  were  met  with  derision  and  treated  with 
contumely.  In  the  mines  their  camps  were  raided ;  in  the 
legislature  they  were  illegally  taxed ;  in  the  towns  they 
were  stoned  by  the  boys,  who  pulled  them  about  by  their 
queue,  their  elders  smiling  approval.  Their  entire  sojourn 
in  this  land  of  liberty  and  equality  would  show  a  con- 
tinuous record  of  injustice  and  cruelty  on  the  part  of  the 
American  people  and  government. 

Treaties  made  in  1844  and  subsequently  were  faith- 
fully kept  by  them  but  were  broken  at  pleasure  by  the 
United  States,  It  is  so  easy  to  undo  the  philanthropic  with 
a  weaker  nation !  When  in  1784  the  Empress  of  China,  the 
first  American  vessel  to  visit  the  celestial  shore,  entered 
the  port  of  Canton,  captain  and  supercargo  were  received 
in  the  most  friendly  manner,  as  were  the  many  American 
ships  that  followed,  though  not  long  before  this  strangers 
had  been  driven  ruthlessly  away.  They  called  the  Ameri- 
cans "the  new  people",  as  distinguished  from  the  English 
from  whom  the  United  States  had  so  lately  become  inde- 
pendent. Foreigners  at  that  time  were  not  allowed  to 
penetrate  the  interior;  they  were  called  barbarians,  and 
regarded  by  the  Chinese  as  far  less  civilized  than  them- 
selves. 

During  our  civil  war,  at  the  request  of  Mr.  Bur- 
lingame,  China  closed  her  ports  to  the  confederate  cruiser 
Alabama,  or  any  other  war  vessel  of  the  rebels,  thus 
greatly  aiding  our  cause.  Choosing  Burlingame  as  their 
envoy  abroad  shows  how  ready  they  were  to  Amer- 
icanize their  country. 

Commodore  Dewey  did  not  disdain  Chinese  service  at 
Manila  bay,  but  when  he  reached  New  York  the  heathen 
were  not  allowed  to  land.  They  might  fight  our  battles 
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but  must  not  place  foot  upon   our  soil  without  some 
celestial  Perrv  at  hand  to  force  them  entrance. 

Thus  it  will  be  seen  that  from  first  to  last  China  has 
treated  us  with  courtesy  and  fairness,  which  we  have  re- 
turned with  injustice  and  insult. 

The  origin  and  agency  of  Chinese  expulsion  show  in 
true  however  unfavorable  light  the  quality  of  our  some- 
what demoralized  republicanism,  of  the  intelligence, 
honesty,  integrity,  humanity,  and  justice  of  which  we 
make  boast,  as  administered  by  politicians,  newspapers, 
and  office-holders  all  along  the  line  up  to  the  highest 
positions. 

Obsessed  by  evil  inspiration,  an  Irish  drayman  in 
the  San  Francisco  dunes  mounted  a  box  and  shouted 
"The  Chinese  must  go !"  Seeing  spoils  in  it,  demagogues, 
supported  by  the  public  press,  took  up  the  cry,  which 
reverberated  through  the  city,  through  the  state,  until 
crossing  the  continent  it  reached  congress,  where  it  was 
safely  preserved  in  the  spoils-box  of  electioneering  assets. 

Wherefore  at  the  instigation  of  the  worst  element  in 
our  country  we  adopt  the  pagan  policy  which  we  so  lately 
shouted  down  at  the  door  of  pagan  Asia. 

All  honor  to  Dennis!  the  grandest  Irishman  since  St. 
Patrick ;  Dennis  with  his  dinner  pail  and  dray  upon  the 
classic  sands  of  Market  street;  he  shook  with  his  voice 
the  foundations  of  the  republic,  so  firmly  established  by 
Hamilton,  and  Jefferson,  and  Washington,  stirring  to 
frenzy  the  politicians,  from  policeman  to  president,  be- 
cause of  pap  and  patronage ! 

The  Chinaman  had  no  champion ;  his  wrongs  were 
never  recited ;  the  lies  that  were  told  of  him  fell  on  list- 
less ears  and  were  never  refuted.  So  that  now  it  is  the 
vague  but  general  impression  throughout  the  land  that 
the  Chinese  are  an  undesirable  factor  in  the  economic 
interests  of  the  country. 
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Of  course  the  solons  at  the  capita)  knew,  the  president 
knew,  all  their  henchmen  and  whippers-in  knew  well 
enough  the  true  and  only  cause  of  his  offending;  this 
celestial  had  no  vote. 

Though  respectable  and  responsible,  his  was  an  off 
color.  For  so  discriminating  had  become  our  perceptions 
in  passing  upon  material  fit  for  citizenship  that  we  could 
determine  it  by  the  tint  of  the  skin;  anything  white  or 
black  would  do,  but  yellow  was  taboo. 

Yet  there  was  a  distinction  even  in  the  yellow;  the 
Japanese,  a  far  worse  element  than  the  Chinese,  were  per- 
mitted to  enter  freely  long  after  the  latter  had  been  pro- 
hibited. There  was,  alas!  no  Dennis  on  the  sand-hills 
then  to  raise  the  cry.  The  Japanese  must  go! 

Here  is  another  of  those  lost  opportunities  which  fate 
held  out  to  the  makers  of  this  republic,  an  opportunity  to 
employ  our  young  wisdom  in  resuscitating  and  redeeming 
for  progressive  humanity  the  oldest  and  largest  of  earth's 
nations,  an  opportunity  that  any  European  power  would 
have  most  effectually  embraced.  If  the  chance  had  been 
Germany's,  for  example,  there  would  now  be  no  war  in 
Europe,  however  doleful  the  consetjuences  might  be  to 
China. 

Lost  through  our  lovers  of  votes,  the  greatest  oppor- 
tunity of  all  for  doing  good,  for  doing  the  greatest  good 
to  ourselves  and  to  others,  to  an  unwieldy  mass  of  par- 
alyzed humanity  four  times  the  present  population  of  the 
United  States  crowded  into  an  area  two  thirds  as  large, — 
one-fottrth  of  all  the  people  in  the  world,  and  of  a  nature 
so  apathetic  that  all  the  proddings  of  little  Japan  have 
thus  far  failed  to  prick  them  into  manliness. 

We  had  simply  to  remember  our  precept  that  these 
were  men,  not  apes,  equal  to  us  in  creation,  equal  to  any 
in  regard  to  our  obligations;  or  if  to  our  diluted  citizen- 
ship this  sentiment  had  lost  force,  one  can  but  consider 
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how  easily  our  sphere  of  influence  might  have  been 
extended  over  all  China,  and  what  that  influence  would 
be  worth  to  us,  at  present  in  money,  and  later  in  power, — 
when  the  strength  of  the  nation  becomes  centralized, 
and  disciplined  under  competent  leadership  to  meet  the 
great  issues  and  conflicts  of  the  world. 

Assimilation,  amalgamation,  as  a  scheme  at  once  be- 
neficent and  profitable  has  not  proved  always  and  alto- 
gether befitting.  In  a  new  country  with  vast  areas  of 
untenanted  lands,  a  good  quality  of  incomers  to  form 
partnership  with  the  original  stock,  under  well  considered 
restrictions,  might  have  proved  propitious ;  but  as  a  dump- 
ing-ground for  the  refuse  of  effete  nations  the  inter- 
mixture is  fatal  to  the  welfare  of  a  progressive  people. 

In  our  own  case  the  custom  as  applied  during  the  last 
half-century  has  destroyed  representative  democracy  as 
originally  existing,  and  blotted  out  any  possibility  of  a 
pure  Anglo-American  race  in  the  states  united  by  the 
founders  of  the  republic. 

The  doctrine  of  assimilation  sounded  pleasantly  in 
Puritan  ears.  It  was  beautiful  in  theorv,  but  theories 
and  ideals  are  not  everlasting  in  practice.  Up  to  a  certain 
point  the  free  admission  of  aliens  was  profitable,  but 
with  the  incoming  age  of  graft  they  only  added  to  the 
general  corruption.  A  factory  for  turning  out  ready- 
made  citizens,  where  native  land  and  love  of  country  are 
lacking,  does  not  show  the  best  results. 

Of  every  thousand  inhabitants  in  the  United  States, 
351 — they  or  their  parents — are  foreign  born;  107  are 
negroes;  while  less  than  half  of  the  remainder  are 
descendants  of  the  four  million  colonists  of  1790.  In 
Massachusetts,  the  keystone  of  Yankeedom,  there  were 
in  1910,  117,000  Russians,  89,000  Italians,  48,000  Scandi- 
navians, 35,000  Austrians,  30,000  Germans,  26,000  Portu- 
guese, 16,000  Turks,  11,000  Greeks,  10,000  Finns,  with 
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100,000  aliens  still  coming  in  every  year.  Of  whites  of 
native  parentage  in  New  York  city  there  are  only  19.3 
per  cent,  and  in  Chicago  20.4  per  cent.  Of  the  13,000,000 
aliens  arriving  since  1900,  over  half  of  them  were 
Catholics. 

And  now  that  every  able  bodied  man  in  Europe  is 
required  for  the  butcher,  future  immigration  from  that 
quarter  is  not  likely  to  improve  in  quality. 

There  are  communities  in  the  south  where  three 
fourths  of  the  population  are  negroes,  and  there  are 
midcontinent  communities  of  alien  dolts,  many  of  whom 
cannot  speak  the  English  language,  and  who  have  as 
proper  conception  of  American  institutions  and  ideals  as 
so  many  mules,  yet  all  fit  and  proper  for  American 
citizenship. 

Obviously  another  of  our  tost  opportunities;  for,  as 
before  intimated,  had  we  economized  our  lands  and 
limited  our  citizenship  we  might  now  present  in  place  of 
this  unhappy  hybridism  the  finest  race  on  earth,  with 
public  wealth  enough  to  pay  all  the  expenses  of  govern- 
ment to  the  end  of  time. 

Of  a  truth  we  ought  not  to  curse  the  Chinaman  for 
declining  American  citizenship  but  rather  to  bless  him,  to 
bless  his  coppery  skin,  his  eyes  aslant  and  his  worshipful 
pigtail;  his  clattering  feet,  and  swin^ng  market  basket, 
and  his  sanctimonious  Joss  before  whom  he  prays  to  his 
thirty  thousand  devils.  Let  us  thank  him  that  he  does 
not  envy  our  Irish  rulers,  does  not  want  to  be  congress- 
man, or  run  labor  unions,  or  bribe  supervisors,  or  hold 
nihilistic  seances,  but  just  to  do  faithful,  humble  work 
and  take  his  small  earnings  back  to  China  to  make  happy 
the  diminutive  slave-wife  and  little  demijohns  forever 
after;  or  should  fateful  death  overtake  him  to  have  his 
little  bundle  of  aromatic  bones  returned  over-sea  to  their 
original  dust,  carefully  guarded  for  the  Stygian  journey. 
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lest  peradventure  tliere  should  set  in  amalgamation  with 
those  of  the  Christian  devils. 

In  the  early  gold-diggings  days,  with  the  criminal 
element  from  every  nation  we  absorbed  England's  Aus- 
tralian convicts,  with  such  of  Russia's  Siberian  population 
as  could  make  their  escape,  amalgamating  these  with  the 
rest,  all  of  them  who  were  not  hanged  or  driven  away  by 
the  vigilance  committee.  And  never  a  voice  from  Ireland 
on  the  classic  sand-hills,  "The  Sydney  ducks  must  go!" 

Assimilation !  Something  of  a  fiasco  after  all  is  it  not? 
We  begin  by  assimilating  and  end  by  being  assimilated. 
We  begin  by  absorbing  low-grade  people  from  Europe 
and  end  in  being  absorbed  by  them.  We  pass  out  freely 
our  naturalization  papers  until  we  bring  upon  ourselves 
denationalization. 

There  is  no  longer  an  Anglo-American  republic:  the 
race  of  .the  founders  is  fast  disappearing,  and  we  have 
only  to  make  the  best  of  the  heterogeneous  humanity 
that  has  taken  its  place. 

Assimilation,  how  glorious!  Imported  citizens, 
patriots,  lovers  of  country,  plentiful  and  cheap.  Before 
the  present  inhuman  conflict  brought  out  in  bloody  relief 
the  true  mind  and  character  of  the  Teutonic  race  we 
regarded  German  immigrants  as  among  the  best  material 
for  American  citizenship,  and  we  must  still  differentiate 
between  the  loyal  Americanized  Germans  who,  they  or 
their  ancestors,  were  among  the  builders  of  the  nation, 
and  some  of  the  later  hyphenates  who  are  false  to  their 
sworn  allegiance,  traitors  to  the  land  of  their  adoption, 
bomb-planters  and  incendiaries,  worthy  disciples  of  the 
kaiser. 

We  may  further  note  the  similarity  in  the  methods 
of  the  murderous  German  sympathizers  and  the  murder- 
ous labor  leaders  in  attaining  their  ends. 
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There  are  Germans  who  would  tight  for  the  land  of 
their  adoption,  just  as  Anglo-Americans  would  fight 
England  again  if  necessary;  there  are  many  Germans 
among  the  later  hyphenated  who  would  not.  As  to  the 
Germans  who  have  developed  under  militarism  and  kaiser 
kultur,  they  are  of  a  different  order  of  humanity  from 
anything  elsewhere  existing.  This  they  themselves  claim, 
and  we  willingly  concede  it.  The  kaiser  is  their  god,  and 
a  very  bad  god  too;  as  unscrupulous  as  a  medieval  robber 
baron,  and  as  blood-thirsty  as  a  pirate  of  the  Spanish 
main;  their  ideals  are  hellish,  their  acts  the  worst  con- 
ceivable by  man.  They  love  murder  for  murder's  sake, 
cruelty  is  a  pastime  and  pleasure,  and  terrorism  the  first 
principle  of  their  war  tactics. 

And  yet  Berlin  journalists  wonder  why  Germans  are 
not  loved !  The  question  itself  shows  a  dementia,  shows  a 
total  absence  of  anv  moral  sense.  The  Germans  are  a 
race  apart,  just  as  hyenas  are  a  class  by  themselves,  and 
might  as  well  wonder  why  they  are  not  loved.  To  tell 
the  Germans  why  they  are  not  loved,  why  they  are  hated 
and  abhorred  by  all  nations  is  not  a  difficult  task.  Does 
civilized  humanity  love  savage  beasts  or  poisonous  rep- 
tiles, whether  in  the  form  of  divine  kaiser  or  unified 
professor?  Do  men  of  honor  love  lies  and  trickery,  fore- 
sworn faith  and  broken  promises?  Do  men  of  morals 
love  the  ethics  of  brute  force,  void  of  conscience,  void 
of  humanity,  void  of  any  sense  of  right  and  wrong? 
Look  at  Belgium,  Oh  tearful  Teutons!  and  consider  the 
Lusitania;  consider  your  butcheries  of  defenceless  men 
women  and  children,  your  rapes  and  robberies,  your 
wanton  cruelty  and  injustice  at  every  hand,  then  ask  not 
why  all  nations  hate  Germany  I  And  how  about  entering 
a  neutral  nation,  and  through  a  contemptible  system  of 
espionage,  bomb-planting,  and  assassination  yield  up  your 
last  scrap  of  tattered  honor? 
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Learned  doctors  and  professors,  whom  we  have 
hitherto  accredited  with  deep  thought  and  sound  logic, 
are  apparently  as  enslaved  by  their  Teutonic  supersti- 
tions as  the  ignorant  soldier  in  the  trenches  fighting  for 
he  knows  not  what.  Or  is  it  that  they  must  hold  with 
their  kaiser  or  cease  to  be  Germans  and  quit  the  country? 
At  all  events,  whatever  it  is,  whether  stupidity  or  hypoc- 
risy, it  is  not  a  proper  element  of  progress,  nor  yet  a 
fertile  soil  in  which  to  plant  the  true  beautiful  and  good. 

It  is  not  alone  the  cruelty,  brutality,  and  injustice  of 
the  Germans  that  shock  the  civilized  world,  but  that  the 
learning  and  refinement  of  this  great  nation  should  be 
given  up  to  defend,  or  even  to  praise  such  fiendishness 
shows  an  astounding  depravity  such  as  the  world  never 
could  have  imagined  and  can  never  forget. 

Germany,  these  wiseacres  are  wont  to  sav,  has  of  late 
contributed  more  than  any  other  nation  to  the  progress 
and  enlightenment  of  the  world.  Whether  this  be  true 
or  not  they  might  correctly  add  that  she  has  also  con- 
tributed more  to  the  villainies  and  brutalities  of  the  world 
than  were  ever  dreamed  of  as  possible  since  Christ  was 
here  preaching  peace.  We  can  well  spare  Germany  from 
the  family  of  nations,  with  all  the  good  she  has  done,  if 
she  will  take  with  her  the  wrongs  she  has  committed 
against  the  souls  as  well  as  the  bodies  of  men. 

The  truth  is  that  a  large  percentage  of  the  hyphenated 
in  America,  Germans  and  others,  never  have  really  amal- 
gamated and  never  will,  the  amalgam  adhering  only  dur- 
ing fair  weather  or  when  profitable. 

Time  will  test  further  the  loyalty  of  Americanized 
aliens.  As  to  the  dependence  which  may  be  placed  upon 
union  labor,  and  the  devotion  of  its  members  to  the 
country  they  live  in  and  from  which  they  derive  support, 
we  have  an  example  in  England,  where  they  not  only 
refuse  to  fight,  but  resort  to  strikes  for  less  work  and 
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more  pay,  thus  crippling  British  arms  in  the  nation's  dire 
extremity.  Again,  to  avoid  conscription  necessary  to  save 
their  own  dear  native  isle  from  the  destroyer.  Irishmen 
are  fleeing  to  America,  though  the  kaiser  promises  them 
independence  to  spite  England  as  soon  as  he  has  made 
their  country  like  Belgium.  When  conscription  comes  to 
America  will  they  and  their  brothers  hyphenate  fly  back 
to  their  potato  patch,  or  hasten  farther  west  to  China? 

Other  good  qualities  attend  the  Chinese  worker  in 
California.  It  was  not  the  lowest  grade  of  laborers  that 
came  hither;  the  infamous  coolie  system  never  obtained 
in  the  United  States.  John  is  no  time-server,  this  little 
fellow  from  the  celestial  hills,  nor  pauper.  He  does  not 
demand  like  the  children  of  Nippon  by  virtue  of  their 
high  heathenism  the  best  of  everything  and  all  for 
nothing.  He  does  not  crowd  out  the  white  residents  from 
the  better  streets  nor  force  himself  into  public  schools; 
he  requires  but  little  hospital  service,  as  he  has  his  own 
doctor  and  appliances.  He  is  of  less  expense  to  the  gov- 
ernment than  any  other  alien.  Even  in  court  short  work 
is  made  of  his  case,  as  he  is  either  quickly  hanged  or  sent 
to  prison  to  work  his  way  through. 

Even  to-day,  after  sixty  years  of  bad  treatment  on  our 
part,  China  still  holds  open  her  door  and  invites  us  to 
enter  and  take  possession  industrially.  "Others  will  do 
so  if  you  do  not,"  says  Minister  Chow  Tzu  Chi,  "but  we 
prefer  Americans."  How  can  we  refuse?  Yet  how  can 
we  accept  while  driving  these  worthy  people  from  our 
shores,  thus  adopting  the  barbarism  which  we  forced  them 
to  discard  half  a  century  ago. 


I 


The  Japanese  are  quite  a  different  affair.  Germany 
and  Japan  are  predatory  nations;  one  the  world's  ex- 
emplar in  blood-lust,  the  other  an  apt  imitator;  one  old  in 
sin  and  civilization,  the  other  still  instinctively  wild  and 
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mature.  In  the  absence  of  any  ethical  conception  the 
arals  of  both,  or  what  stands  for  morals,  are  founded  on 
rce,  brute  force  the  only  measure  of  right  and  wrong, 

which  militarism  is  the  essence  and  exponent.  Under 
ch  tutelage,  and  with  the  skill  therefrom  acquired, 
pan  can  well  afford  to  reiterate  expressions  of  friend- 
ip  for  the  United  States,  as  no  nation  ever  before  played 

completely  as  ours  into  the  hands  of  a  relentless  com- 
tttor  and  natural  and  unscrupulous  rival. 

Then  why  is  it,  or  rather  why  was  it  in  the  first  in- 
mce,  before  the  concocting  of  an  obstructive  treaty, 
at  after  excluding  the  Chinese,  the  Japanese,  the  more 
sturbing  and  unwelcome  element  were  admitted?  Be- 
use,  first,  there  was  no  exile  of  Erin  on  the  San  Fran- 
5CO  sand-lot  to  sound  the  tocsin  of  the  demagogues  so 
iccessful  as  applied  to  the  Chinese?  Then  we  were 
nused  and  pleased  to  see  how  ready  the  little  pagans 
ere  to  throw  off  the  outlandish  toggeries  of  Buddha  and 
It  on  the  paraphernalia  of  our  civilization.  And  they 
ere  so  polite  and  plausible  withal,  so  sublime  in  their 
etentions,  so  artful  in  their  impudence,  which  after  all 
as  but  the  impudence  of  ignorance,  permitting  us  to 
ofit  a  little  by  them  while  they  profited  much  more 
^  '    us.      Moreover,    their    arrogance    and    adaptability 

jjl  ere  fortified  with  guns,  which  they  learned  to  shoot, 

11?  :ver  the  while  being  concerned  about  death,  a  matter 

ey  left  to  the  gods.  Add  to  this  our  indifference,  the 
attention  of  the  disciples  of  Dennis,  and  the  alertness 

the  Japanese,  and  we  have  the  situation  pretty  fairly 
;fore   us. 

Surrounded  by  the  influences  into  which  young  Japan 

unfolding,  where  as  Kipling  says  "there  is  no  crime,  nq 
uelty,  no  abomination  that  the  mind  of  man  can  con- 
:ive  which  the  German  has  not  perpetrated,"  to  what 
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heights  of  ^eatness  may  the  Nipponese  not  attain  in 
another  half  century? 

The  hopes  and  expectations  of  the  Germans  are 
vested  in  a  Christian  kaiser,  those  of  the  Japanese  in  a 
pagan  mikado,  the  one  a  necessarian  the  other  a  fatalist, 
with  little  to  choose  between  them ;  both  are  special 
envoys  of  the  Creator,  and  endowed  with  his  wisdom  and 
goodness.  The  arrogance  and  impudence  of  the  pagan  is 
exceeded  only  by  the  stupendous  pretentions  of  the  Chris- 
tian. The  individual  subject  is  as  potter's  clay  in  the 
hands  of  these  rulers.  Thus  may  be  seen  at  a  glance  the 
prostitution  of  Christian  ideals  and  the  paganism  oi 
kaiser  kultur. 

Predatory  peoples  are  pirates;  their  ethics  the  ethics 
of  pirates,  their  pledges  the  pledges  of  pirates,  their  re- 
ligion the  religion  of  pirates  and  of  pagans,  their  con- 
science the  conscience  of  the  Apache,  merit  in  murder. 
Germany's  one  excuse  for  broken  faith,  "it  was  neces- 
sary." It  was  necessary  to  kill,  it  was  necessary  to  steal. 
Never  a  promise  with  Korea  did  Japan  keep,  never  a 
treaty  with  China.  Germany  breaks  her  word  and  dis- 
regards treaties ;  Nippon  does  the  same.  Germany  loots 
Europe;  Nippon  loots  China.  Germany  is  Christian, — 
God  save  the  mark;  Nippon  is  pagan.  Both  are  alike  bar- 
baric ;  each  sees  in  its  chief  ruler  the  divine  essence  in- 
carnate ;  he  is  invincible  and  can  do  no  wrong. 

And  as  intimidation  is  the  primary  principle  of  predatory 
warfare,  best  to  intimidate  cruelty,  intrigue,  treachery, 
and  every  possible  phase  of  infamy  is  employed  without 
restriction.  The  art  is  the  same  as  that  employed  by 
savages  of  the  woods,  war  paint,  feathers,  and  bluster 
attended  by  butcheries  and  burnings,  outrages  exceeding 
if  possible  those  of  the  Torquemada  torture  chamber. 

Just  now  emerging  from  barbarism  with  predatory  in- 
stincts in  full  force,  pillage  and  plunder  still  comes  as 


THE  FIRST  PORT  OF  THE  PACIFIC 

to  Japanese  as  ever.  They  have  no  sense  of  obli- 
They  fight  for  plunder  and  because  they  love  to 
te.  China  would  be  justified  in  sweeping  from  the 
hack  its  little  men,  and  some  day  may  do  so  when 
f  awakens, 
tarism  is  the  proper  system  for  a  predatory  people, 

man  a  soldier  and  every  soldier  a  serf,  success  in 

and  robbery  being  the  chief  mark  of  merit.  'Hieir 
es  of  Berlin  and  Hades  have  much  in  common, 

tie  Nippon  a  close  third  in  the  running.  Mean- 
iatan  sleeps,  well  satisfied  with  the  faithfulness 
iciency  of  his  servants. 

er  Japan,  with  Germany,  must  abolish  militarism 
LJnjted  States  must  adopt  more  drastic  methods, 
rV  aggression  but  for  defense.   There  is  no  other  way 

ve  would  become  as  Belgium  is,  or  as  China. 

Japanese  are  ambitious,  restless,  unscrupulous, 
leir  enforced  emancipation  from  barbarism  before 
IS  of  Commodore  Perry  in  1853  they  have  made 
Tides  in  the  amenities  and  trickeries  of  European 
:ion.  They  are  dangerous  rivals,  doubly  danger- 
iTalifomia,  since  an  astute  congress,  while  fearing 
las  turned  over  to  them  the  domination  <^  the 
Their  demands  however  impudent,  we  must 
d  consider,  for  they  do  things.  With  their  cheap 
id  ship  subsidies  they  are  not  only  fast  controlling 
rce,  but  their  merchant  marine  is  training  sailors 
rill  give  them  naval  supremacy  as  well.    It  is  only 

perior  navy  and  the  strongest  coast  defense  that 

escape  ultimate  conflict.  Already  Japan  has  her 
rdi  and  book  for  the  capture  of  the  United  States 

disposition  of  the  spoils. 

nany  keeps  secret  the  subtleties  of  her  strength ; 
a  opens  her  doors,  and  even  sends  professors 

to  teach  paganism  how  best  to  despoil  her,  and 
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to  this  insane  propaganda  they  give  names  as  world 
enlightenment  and  brotherly  love.  Japan  declares  openly 
for  aglgressive  militarism,  the  most  infamous  doctrine 
ever  advanced  by  any  savage  or  so-called  civilized  people. 
Germany's  moral  law  is  bnttism,  with  power,  pretence 
and  treachery  the  watchwords  of  her  advancement. 

When  we  receive  from  a  nation  void  of  gratitude  only 
abuse  for  favors  granted ;  when  for  delivering  them  from 
the  depths  of  ignorance  we  are  charged  with  having  sent 
that  "rough  barbarian  Perry  to  our  beautiful  and  peaceful 
shores,  to  our  sweet-smelling  land  of  cherry  blossoms 
and  scented  forests ;"  when  for  the  gifts  of  free  schools, 
free  universities,  free  hospitals,  free  court  service  and 
prisons — ^for  the  labor  leaders  have  had  removed  for  the 
benefit  of  their  proteges  even  so  small  a  support  of  the 
government  as  the  poll-tax ;  when  with  all  we  have  given 
them  we  do  not  give  them  more — all  we  have  would 
scarcely  satisfy  them — we  are  denounced  as  "a  nation  of 
thieves  with  hearts  of  rabbits,"  with  the  rallying  cry,  "let 
us  take  to  our  arms,  both  by  sea  and  land,  and  punish 
these  devils,"  it  would  seem  that  university  or  any  other 
extension  for  the  benefit  of  the  Japanese  at  the  cost  of 
our  tax-payers  is  somewhat  superfluous. 

Wherefore  might  we  suggest  to  these  thrice  blessed 
pagans  of  Nippon,  that  if  they  would  remain  within  their 
beautiful  and  peaceful  shores,  and  smell  of  their  cherry 
blossoms  and  scented  forests,  attending  only  to  their 
own  affairs,  and  not  go  sniffing  abroad  for  blood  and 
plunder,  picking  up  and  pilfering  hither  and  yon,  it  is 
all  we  would  ask  or  demand  of  them. 

Encouraged  by  success  in  conflicts  with  weaker 
powers  Japan  regards  herself  invincible,  and  bides  her 
time  to  strike;  when  she  does  strike  it  will  be  the  be- 
ginning of  the  end  either  with  Japan  or  with  us. 
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Of  one  thing  we  may  rest  assured,  if  not  indeed  of 
two, — first  the  Japanese  will  never  be  satisfied  until  they 
have  fought  America;  and  secondly  they  will  win,  as 
they  always  win  in  China,  unless  we  are  fully  prepared  to 
meet  them.  Already  they  are  regarding  California  with 
the  same  invidious  eye  so  constantly  cast  on  China,  and 
the  more  placating  we  appear  the  greater  will  be  their 
presumption. 

Would  we  teach  Asia  further  the  tricks  of  our  western 
civilization,  let  China  be  the  beneficiary,  while  we  go  to 
school  to  Nippon  and  there  learn  some  things  which  we 
have  never  taught. 

And  as  for  Germany,  missing  the  contemplated  theft 
and  assassination  of  Paris,  and  the  immediate  conquest 
of  Europe,  for  which  let  all  the  world  forever  thank 
Belgium,  may  it  not  be  possible  that  the  kaiser  now  finds 
himself  with  the  proverbial  bull  by  the  tail,  fearing  to 
relinquish  his  hold  until  terms  of  peace  are  settled?  He 
would  retain  Belgium,  which  cannot  be  until  England 
France  and  Italy  are  wiped  out,  for  to  retain  Belgium 
would  be  wiping  out  England  France  and  Italy. 

Summary:  We  cannot  have  a  World  Centre  of  In- 
dustry around  San  Francisco  bay  without  manufactures ; 
we  cannot  have  manufactures  without  cheap  labor;  we 
cannot  have  cheap  labor  of  the  best  quality  without  the 
admission  of  the  Chinese;  we  cannot  have  the  Chinese 
or  other  cheap  labor  without  an  administration  at  Wash- 
ington which  after  due  consideration  as  to  its  own  per- 
petuity, can  find  time  for  a  little  honest  and  common 
sense  legislation  in  the  interests  of  the  people, — legisla- 
tion possibly  tinctured  with  patriotism ;  this,  and  the 
extermination  at  San  Francisco  of  labor  monopolists  and 
exploiters  of  the  workingman. 
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THE  FIRST  PORT  OF  THE  PACIFIC 


In  this  great  work  San  Francisco  bay  and  California 
are  one;  city  and  harbor,  slate  ocean  and  shore  are  a 
unit;  San  Francisco  bay  signifies  California,  and  Cali- 
fornia means  San  Francisco,  all  one  and  indivisible; 
each  in  its  sphere  doing  its  work  and  sharing  in  the 
pleasure  and  profit  of  it,  while  the  glory  of  magnificent 
achievement  shall  fall  on  all  alike. 

All  this  those  who  lay  the  foundations  for  San  Fran- 
cisco's future,  whether  near  or  remote  will  have  for  their 
serious  consideration.  The  development  is  sure  to  come, 
and  along  these  lines;  it  can  come  by  none  other.  And 
when  the  people  of  San  Francisco  bay  are  ready  to  unite 
and  purge  themselves  of  prejudice  and  their  several  cities 
of  industrial  and  political  demagogism  ;  when  with  energy 
and  fearlessness  they  are  ready  to  take  their  destiny  into 
their  own  hands,  determined  on  securing  for  themselves 
the  supremacy  of  what  rightly  belongs  to  them,  whether 
on  sea  or  shore,  with  "Made  at  San  Francisco"  a  hall- 
mark of  merit  the  world  over,  there  will  be  such  an  indus- 
trial development  in  this  last  great  Centre  of  Industry  as 
has  never  yet  appeared  in  any  age  or  nation. 
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by  a  s|>irit  of  profe-sionalism.  If  no  man  could  Uke  a 
course  in  law  for  admission  to  the  bar  until  he  had  had 
some  vears  of  actual  business  experience,  the  value  of 
the  prot'c!.Miin  would  be  greatly  increased  and  the  evils 
which  now  i>ervade  the  making  of  laws  and  their  admin- 
istration would  \k  ai  lea>l  mitigated. 

In  consiJeriii);  the  (juestion  "who  is  a  business  man?" 
we  may.  perhap-.  proceed,  first,  by  way  of  elimination. 
The  menil)ers  of  the  learned  professions — lawyers,  doc- 
tors, preachers,  and  teachers — are  not  business  men. 
Their  knowledge  of  business  is  acquired  from  the  out- 
side, and  is  theoretical.  They  consider  that  the  limita- 
tions of  their  own  profession  are  well  defined,  and.  of 
course,  magnify  their  calling.  They  look  upon  business 
as  an  undefined,  indeterminate,  lawless  and  unscientific 
pursuit.  Anybody  can  go  into  it  without  any  special 
preparation.  Its  s|>ecial  end  is  the  acquirement  of  money, 
which  is  accomplished  by  blundering  when  not  by  plun- 
dering. It  is  a  "catch  as  catch  can"  affair,  in  which  "he 
may  take  who  has  tlic  power,  and  lie  may  keep  who  can." 
It  is  a  thing  to  be  loi'ked  down  upon,  just  as  aristocracy 
and  caste  have  for  ages  looked  down  upon  "trade."  It 
may  be  a  necessary  evil,  but  it  is  evil ;  and  the  professions 
exist,  through  a  merciful  Providence,  to  set  it  right. 

The  professions  arrogate  to  themselves  supremacy  in 
thought,  and  custom  has  left  it  to  them  to  do  all  the  talk- 
ing. .\s  a  result  the  disorganized  and  unsuspecting  pub- 
lic mind  is  easily  influenced  to  believe  what  is  put  up 
to  it  in  the  foruni,  in  the  pulpit  and  on  the  stump.  The 
lawyer  seeks  to  make  the  laws,  and  he  succeeds  in  doing 
so.  Election  to  office  does  not  involve  his  deserting  his 
practice,  but  rather  helps  him.  The  business  man,  if 
really  successful,  cannot  spare  from  his  business  the 
time  to  secure  election,  or  to  fill  the  duties  of  his  office, 
if  he  should  be  elected.  The  lawyers  usually  seek  the 
office,  and  get  it ;  because  the  man  seeking  office  is  much 
more  energetic  and  persistent  than  the  office  seeking  the 
man. 

In  recent  years  the  lawyers  in  office,  not  content  with 
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the  heavy  tribute  that  business  pays  them  at  all  time^, 
have  sought  to  absolutely  control  business.  Business,  or 
commerce,  has  been  the  predominating  element  in  mod- 
ern civilization.  Always  reaching  out,  expanding  and 
necessarily  controlling,  it  has  availed  itself  of  all  of  the 
ingenuity  of  man  to  accomplish  its  purposes.  It  offers 
the  greatest  rewards,  and  in  a  free  community,  every 
individual  is  dependent  upon  it,  and  interested  in  its 
growth  and  development.  Naturally  it  has  been,  and 
doubtless  still  is,  in  many  of  its  stages,  ruthless  and  un- 
just. But  the  development  of  business  has  constantly 
been  toward  the  elimination  of  savagery  and  brute  pow- 
er. The  "business  idea"  has  been  gradually  changing 
from  mere  shrewdness  and  conscienceless  selfishness,  to 
one  of  a  high  grade  of  honor,  in  which  service  and  fair- 
ness predominate.  This  improvement  has  come  princi- 
pally from  within,  influenced,  of  course,  by  religion  and 
morals,  and  supplemented  by  law.  Business  is  no  longer 
a  mob  of  unprincipled  men  struggling  wildly  for  per- 
sonal advantage.  It  is  becoming  an  organized,  and  dis- 
ciplined army,  moving  according  to  a  code  of  principles, 
evolved,  not  in  cloisters  or  law  chambers,  but  in  the  actual 
work  of  the  world,  in  the  shops,  the  fleld,  and  the  office. 
The  laws  of  business  have  made  themselves  and  they  are 
founded  upon  the  immutable  facts  of  human  nature  and 
social  progress.  They  are  stronger  than  written  law, 
and  in  the  end  prevail  over  adverse  statutory  force.  They 
have  developed,  not  in  the  minds  of  dreamers,  but  in 
the  forge  and  heat  of  human  contact. 

In  the  heat  of  the  game  the  players  are  tempted  to 
slug  and  obtain  unfair  advantage.  But  the  sentiment  of 
the  players  is  against  the  individual  who  does  such 
things;  and  he  is  eliminated.  The  fan  on  the  grand  stand 
or  the  bleachers  thinks  he  knows  just  how  the  game 
ought  to  be  played,  and  where  all  the  mistakes  are  made. 
But  if  he  has  never  played  the  game  himself  he  cannot 
rightly  estimate  the  tangled  forces  and  the  emergencies 
to  be  met  on  the  field;  nor  are  his  suggestions  usually 
of  any  practical  value. 
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Why  Reprinted 


The  subject  of  the  following  articles  is  of 
vital  importance  to  business  and  to  all  who 
love  and  hope  for  the  perpetuity  of  the  Re- 
public. Their  publication,  at  various  dates,  has 
attracted  some  interest  and  comment  and 
numerous  requests  to  have  them  brought  to- 
gether in  convenient  form. 

If  they  result  in  stimulating  interest  and 
help  even  in  a  slight  degree  to  bring  about  a 
real  reform,  the  object  of  the  writer  will  have 
been  attained. 
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As  so  many  minds  are  thinking  along  these 
same  lines.  The  Railway  Review  will  be  glad 
to  receive  further  expressions,  favorable  or  un- 
favorable to  the  views  here  expressed. 

No  rights  are  reserved.  The  object  is  sim- 
ply to  be  helpful  and  to  make  a  contribution 
to  the  general  good. 
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The  Business  Man 


The  scarcity  of  business  men  in  all  departments  of 
government  is  becoming  more  and  more  a  matter  for 
serious  consideration.  Generally  speaking  our  laws  are 
made  by  lawyers  in  legislative  bodies,  construed  by  law- 
yers in  courts,  and  administered  by  lawyers  in  executive 
and  administrative  positions.  When  a  bureau  or  com- 
mission is  created  with  mixed  administrative  and  judicial 
functions  it  is  filled  with  lawyers  or  (a  recent  innova- 
tion) professors  from  colleges.  The  lawyers  on  the  bench 
.may  and  do  disagree  with  the  lawyers  in  legislative  halls 
and  their  depnties  in  boards  and  bureaus.  The  fact  that 
lawyers  thus  disagree  shows,  of  course,  that  lawyers  may 
make  faulty  law^  and  that  lower  courts  may  \Vrongly 
construe  them.  The  lawyer's  technique  is  not  the  only 
qualification  for  legislating  justly  and  wisely.  The  pow 
ers  of  the  legislative  bodies  are  very  great,  and  when  ex- 
ercised within  the  limits  of  constitutionality  are  final 
Such  power  delegated  to  a  body  created  by  the  legisla 
ture,  like  the  interstate  and  state  railway  commissions, 
does  not  require  for  its  proper  and  efl!icient  exercise  letjal 
knowledge  so  much  as  good  sense  supplemented  by  busi- 
ness experience.  Such  boards,  although  constituted  al- 
most entirely  of  lawyers,  still  employ  other  lawyers  as 
counsel,  just  as  a  board  of  business  men  would  do.  The 
members  of  these  boards  do  not  individually  act  as  law- 
yers, but  more  as  juries  passing  upon  matters  of  fact. 

The  profession  of  law  is  an  ancient  and  honorable  one, 
and  we  have  no  intention  of  detracting  from  it  in  any 
way.  But  it  is  governed  by  precedent,  and  like  other 
so-called  learned  professions,  is  likely  to  be  hide  lx)und 
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thinking  and  talking  about  it.  Business  is,  therefore, 
thought,  materialized  or  expressed  in  action,  as  art  is 
said  to  be  applied  science.  The  thinker  may  not  l>e  the 
doer,  that  is  directly;  but  if  his  thought  is  right  and 
profitable  for  this  world  or  the  next,  it  will  stimulate 
others  to  action.  Hence  the  best  in  thought  and  action 
are  interwoven  in  all  the  business  of  life  which  rises 
above  mere  sluggish  existence. 

But,  in  common  parlance,  business  means  the  conduct 
of  productive  industry  and  the  system  of  distribution, 
which  we  call  trade  or  commerce.  Except  for  certain 
tropical  regions,  where  existence  demands  no  clothing  or 
shelter,  and  nature  provides  food  with  hardly  the  labor 
of  gathering,  business  is  a  necessity  of  existence.  Even 
in  those  "favored"  regions,  the  arousal  of  the  slightest 
ambition  for  anything  better  than  mere  animal  existence 
at  once  leads  to  the  business  of  cultivation,  accumula- 
tion and  exchange.  The  higher  a  tribe  or  nation  rises 
in  what  we  call  civilization,  the  more  its  business  is  de- 
veloped, extended,  organized  and  systematized.  Instead 
of  business  and  culture  being  antagonistic,  they  go  arm 
in  arm;  and  the  greatest  business  nations  are  today  the 
most  cultured,  if  we  measure  the  culture  not  by  its  few 
high  peaks  but  by  its  general  level. 

This  is  merely  preliminary,  to  considering  what  we 
mean  by  the  "business  man,"  when  we  speak  of  the  de- 
sirability of  employing  him  in  the  public  service.  The 
clerk  behind  the  counter  and  the  errand  boy  are  in  a 
sense  engaged  in  business.  They  are  possibly  incipient 
business  men ;  but  if  they  never  become  more  than  mere 
cogs  in  the  machine,  they  will  never  win  that  high  title. 
The  great  mass  of  those  engaged  in  industry  never  lay 
just  claim  to  that  appellation.  When  we  speak  of  "the  sol- 
dier" we  do  not  mean  the  dull  clod  who  always  remains 
a  mere  machine — food  for  powder.  We  mean  men  of 
action — men  of  daring — those  of  whom  the  minstrel  sings 
and  the  orator  grows  eloquent,  and  whose  deeds  find  a 
place  in  history.  So  when  we  speak  of  the  "business 
man,"  we  do  not  mean  the  mass  who  toil  unintelligently 
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to  force  a  living  from  reluctant*  nature  or  spend  their 
lives  in  a  routine  of  mere  buying  and  selling.  TJiese 
have  their  place  in  the  army  of  industry,  and  it  is  far 
above  that  of  the  willing  dependents  and  the  frivolous 
rich ;  but  they  are  not  "business  men"  in  the  typical  sense 
in  which  that  name  is  used  in  differentiating  the  great 
forces  of  civilization. 

The  phrase  "captains  of  industry"  has  been  abused  and 
ridiculed  because  often  misapplied.  There  are  men  of 
strong  mentality  in  business  who  have  developed  qualities 
of  leadership.  They  cannot  always  be  gauged  by  their 
success  as  money-getters  and  keepers.  .Adventitious  cir- 
cumstances have  often  defeated  the  greatest  soldiers. 
Acquisition  and  hoarding  are  not  the  surest  test  of  busi- 
ness ability.  There  are  great  business  men  who  have 
never  "made  their  pile."  because  they  did  not  make  that 
their  overpowering  motive  and  have  preferred  to  share 
the  results  of  their  achievement  with  others.  The  battle  is 
not  always  to  the  strong,  nor  is  the  amount  of  money  a 
man  is  able  to  hand  down  to  others  at  his  demise  the 
completes!  test  of  his  success  events  a  business  man. 

Speaking  generally,. business  knows  its  own.  Its  desig- 
nation, "a  good  business  man,"  is  fully  as  reliable  as  the 
popular  estimation  of  any  professional  man  who  seeks 
political  preferment.  There  is  even  a  thing  called  "busi- 
ness honor."  which  seems  to  be  beyond  the  apprehension 
of  the  Philistines  and  pharisees  of  "other  walks  of  life." 
There  are  men  in  business — large  and  small — whom  the 
business  world  distrusts,  without  perhaps  being  able  to 
give  specific  reasons.  The  banks  are  hkely  to  know  them, 
when  not  controlled  by  them.  They  are  keen,  industrious 
and  daring,  but  not  scrupulous ;  and  not  infrequently 
unduly  hard  upon  others  who  have  not  won  out.  And 
men  who  have  been  deemed  "good"  frequently  go  wrong 
in  business  as  in  professions.  But  the  real  respect  of 
the  business  world  is  discriminating  and  not  often  mis- 
placed. Business  judges  the  man  by  his  record — not  by 
his  wordy  promise. 

Hence  when  business  men,  as  such,  select  a  business 
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them  in  legislative  halls  or  in  adminis- 
ices,  they  are  fairly  sure  to  take  one 
e  best  business  sentiment  and  practice, 
carry  into  ix>litics  the  best  that  there 
le  will  not  be  a  reactionary  except  in 
the  action  has  been  hasty  and  unwise 
ceded  to  preserve  the  eqiiilibrium  of 
usine;-s.  Nor  does  the  almighty  dollar 
eyes  of  the  business  man  and  obscure 
an  it  does  that  of  others.  The  modem 
road  in  his  views  and  generous  in  his 
;  eleemosynary  work  of  the  world  is 
n— education,  religion,  charity.  The 
lemns  his  absorption  in  business  pleads 
lat  that  devotion  earns.  As  the  men 
mines,  the  stokers  down  in  the  furnace 
vorking  in  grime  and  danger,  are  our 
for  us  and  in  our  stead  a  work  that 
the  great  business  man,  getting  little 
his  "txiard  and  clothes."  bears  in  his 
jusness  of  thousands  dependent  upon 
d  a  sense  of  responsibility  to  the  race. 
' — a  growing  number — an  ideal  of  in- 
id  developing  itself  in  countless  ways, 

suspected, 
in  in  public  office  will  not  sacrifice  pub- 
false  idea  of  the  needs  of  business, 
reponderating  representation  of  busi- 
:nt,  we  may  expect  business  methods 
sight  and  business  honor  to  purify  and 
jrvice,  and  to  make  politics  the  high 
be  instead  of  a  pursuit  which  trickery, 
eking   and   blatant   denunciation   make 

the  nation's  business.  It  is  "big  busi- 
luld  not  be  left  to  the  haphazard  choice 
two  or  more  men  whose  chief  qiialitica- 
want  the  job.  The  business  man  who 
his  staff  the  loudest  mouthed  and  most 


insistent  of  those  who  would  run  his  business  for  him, 
would  have  a  short  career.  Facility  in  public  speaking, 
wire-pulling,  blarney  and  ready  promise  are  poor  qnalifi-' 
cations  for  right  conduct  of  the  nation's  business.  The 
absence  of  the  business  element  in  public  service  has 
brought  the  nation  into  a  tangle  from  which  it  can  only 
be  extricated  by  the  business  of  the  country,  large  and 
small,  uniting  on  a  policy  of,  securing  adequate  repre- 
sentation for  itself.  The  salvation  of  representative  gov- 
ernment largely  depends  upon  this — a  change  in  the 
■  crew  must  be  depended  upon  to  keep  the  ship  of  state  off 
the  rocks. 


The  Government's  Business 
It  Needs  Regulation  by  Business  Men. 


The  government  of  the  United  States  conducts  its 
business  extravagantly,  inefficiently  and  dishonestly. 
This  is  a  broad  statement  but  it  is  true.  People  are  dis- 
posed to  condone  these  facts,  because  they  recognize  the 
difficulties  of  popular  government  and  are  loyal  to  the 
idea  that  it  must  be  made  to  succeed  at  all  hazards.  The 
publication  of  these  facts  has  no  material  effect,  because 
the  animus  is  generally  believed  to  be  partizan ;  and  also 
because  both  parties  are  particefs  criminis  and  they  pre- 
fer to  suppress  and  gloss  over  evils  rather  than  to  disturb 
the  public  mind  and  breed  unrest.  The  politicians,  too, 
are  devoid  of  a  business  sense  of  honor  and  consider  that 
in  government,  whatever  is  is  right.  The  public  has 
hardened  its  conscience  into  judging  by  general  effect 
rather  than  by  defects  of  detail.  The  chief  concern  of 
legislators  seems  to  be  lest  somebody  other  than  them- 
selves shall  get  more  ot  that  "everybody's  money,"  which 
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is  '*nobody*s  money.*'  The  academic  people  carry  their 
respect  for  government  to  the  point  of  maintaining  that 
•*the  king  can  do  no  wrong*'  in  the  sense  that  everything 
he  does  is  right,  rather  than  in  its  original  and  real 
meaning  that  he  must  do  no  wrong.  Hence  we  have  the 
spectacle  of  a  nation  setting  an  evil  example  to  the  in- 
dividualy  instead  of  occupying  an  exalted  position  as  the 
leader  in  moral,  intellectual  and  physical  rightness. 

When  individuals  live  in  this  way,  we  call  them  hypo- 
crites, the  most  opprobrious  term  which  has  the  sanction 
of  holy  writ.  But  as  it  is  the  nation  which  does  these 
things  we  overlook  them,  just  as  we  would  hide  the 
human  failings  of  a  Washington  or  a  Lincoln ;  and  con- 
tent ourselves  in  hoping  for  that  purer  day  toward  which 
we  hope  "the  >yhole  creation  tends."  But  we  of  today 
are  responsible  and  if  we  acquiesce  even  protestingly  and 
do  nothing  more  we  are  helping  to  create  and  continue 

the  everlasting  precedent,  worshiped  by  bench  and  bar, 
which  is  the  handicap  of  all  real  progress.     From  the 

broadest   standpoint  it  is  of   supreme  importance  that 

government  be  efficient,  economic,  just  and  honest;  and 

that  it  should  not  itself  follow  '*the  primrose  path  of 

dalliance"  while  directing  the  individual  to  keep  out  of 

that  trail. 

Is  the  government  inefficient?  As  a  business  proposition, 
it  is  woefully  so.  It  is  reckless  in  the  matter  of  "over- 
head," and  regardless  of  the  cost  of  production  of  its 
"output."  A  former  Secretary  of  the  Treasury  said 
after  retiring,  "I  could  run  the  treasury  as  a  private 
business  with  one-half  the  employes  and  one-third  the 
cost."  Anyone  who  is  familiar  with  the  subject  knows 
that  the  claim  of  a  former  Senator  that  the  Government 
wastes  a  million  dollars  a  day,  is  well  within  bounds 
Were  this  corrected,  the  Government  would  be  approxi- 
mately as  economical  as  the  railways  and  business  in  gen-- 
eral  now  are — because  the  waste  is  in  superfluous  em- 
ployes and  weak  service — things  not  tolerated  in  busi- 
ness. After  that  point  had  been  reached  there  would 
remain  in  the  Government  the  same  theoretic  field  for 
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scientific  efficiency  which  Mr.  Brandeis  at  the  instiga- 
tion of  "efficiency  experts"  pointed  out  to  the  railways. 
In  other  words^  the  Government  expends  about  twice  as 
much  per  unit  of  product  as  private  business  expends. 
Any  corporation  which  followed  government  precedent 
in  the  matter  of  expenditure  would  quickly  be  wrecked 
by  its  competitors.  The  Government  has  no  competitors. 
From  the  standpoint  of  business  efficiency,  its  pay  rolls 
are  stuffed.  With  unlimited  resources  to  call  upon  and 
without  the  necessity  of  making  a  profit  or  even  coming 
out  even,  there  is  nothing  of  that  restraint  of  extrava- 
gance which  business  imposes  upon  its  industrial  army 
as  a  very  condition  of  existence.  The  public  asks,  ap- 
parently, for  no  proof  of  economy  or  efficiency  (prac- 
tically exchangeable  terms)  and  is  satisfied  with  an  off- 
hand assurance  of  honesty.  From  a  high  business  stand- 
point, inefficiency  and  extravagance  are  dishonest.  This 
grave  defect  of  our  popular  Government  cannot  be  re- 
formed except  by  business  administration — that  is  by 
business  men  carrying  into  all  departments  of  Govern- 
ment the  high  ideals  of  honesty  and  honor  which,  what- 
ever may  be  said  to  the  contrary,  really  prevail  in  the 
business  world. 

So  much  for  the  general  conduct  of  our  Government. 
It  has  been  but  a  step  from  this,  for  the  Government  to 
actually  steal,  under  legal  forms  as  a  protection.  So  far 
the  people  merely  shrug  their  shoulders  and  say  "too 
l>ad,"  when  the  Government  in  the  most  disreputable  and 
indefensible  manner,  takes  many  millions  from  the  rail- 
ways by  declining  to  pay  them  for  carrying  parcel  post. 
The  conscience  of  Congress — a  congress  of  lawyers,  et  al. 
— is  so  blunted  by  its  long  course  of  irresponsibility  that 
it  does  not  even  attempt  to  explain  or  palliate  its  grand 
pocket-picking  exploit'.  It  is  too  busy  shouting  "stop 
thief !"  to  business ;  and  it  even  has  the  efffontery  to  boast 
of  its  ill-gotten  gains  by  pointing  to  the  increased  "earn- 
ings" of  the  Post-Office  Department.  We  doubt  whether 
a  congress  of  business  men  would  act  as  a  Fagin  and 
teach  the  public  to  steal.     Let  it  be  considered,  if  this 


expression  be  thought  too  strong,  that  the  railways  this 
year  lose  not  less  than  $8,o(iu,0('0  in  carrying  the  parcel 
post;  and  that  the  administration  glories  in  thus  mak- 
ing the  service  "self-supporting."  Not  only  this,  but  we 
have  the  spectacle  of  the  Treasury  Department  violating 
the  act  of  Congress  limiting  parcels  to  a  weight  of  fifty 
pounds,  and  shipping  by  parcel  post  gold  coin  in  kegs 
weighing  150  lbs.  each.  On  one  shipment  of  $50,000,000 
in  gold  from  I'hiladelphia  to  New  York,  the  department 
"saved"  $21,(124,  by  using  the  post  instead  of  express. 
For  carrying  this  shipment  the  railway  received  nothing, 
and  its  projjortion  of  the  express  charge  was  really  stolen 
by  the  Government — and  the  Secretary  of  the  Treasury 
expresses  great  satisfaction  over  the  exploit. 

Moreover,  the  attempts  now  made  in  Congress  to 
force  through  the  Moon  bill,  which  will  still  further 
reduce  payment  to  the  railways.  The  further  cut  in  the 
case  of  some  roads  would  range  from  i'>  to  (i.)  per  cent. 
While  protesting  an  intention  to  do  ultimate  justice,  al- 
though not  offering  to  restore  the  amounts  already  seized 
under  the  rule  of  might,  the  Congress  and  the  administra- 
tion are  avoiding  the  simple  and  honest  plan  of  weigh- 
ing the  mails  once  a  year  instead  of  once  in  four  years. 
No  business  organization  would  go  into  the  business  ot 
robbery  in  this  way,  and  on  this  scale. 

That  the  Government's  accounting  methods  are  to  a 
considerable  extent  devised  to  deceive  the  public  is  a 
well-known  fact.  While  ordering  exact  ntethods  of  book- 
keeping by  corporations  which  shall  reveal  the  detailed 
facts  of  their  business,  the  Government  itself  scorns  such 
honesty.  The  book-keeping  of  the  Post-Office  Depart- 
ment— a  department  which  in  its  nature  approaches  more 
nearly  than  others  to  a  business  proposition — shows  noth- 
ing except  what  the  head  of  the  department  wants  to 
show  for  his  own  credit.  They  do  not  reveal  what  part 
of  the  busine^s  is  profitable,  what  is  self-supporting,  and 
what  is  conducted  at  a  loss.  "There  is  much  virtue,  much 
moral  reform  in  mere  honest  efficient  book-keeping." 
The  interest  on  the  cost  of  post-office  buildings,  rentals 
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paid,  cost  of  ma itite nance,  heating,  janitor  service,  etc., 
all  are  borne  by  the  Treasury  Department.  They  do  not 
appear  as  charges  against  the  post-office  business  and  the 
reports  of  the  Post-Office  Department  are  thus  in  intent 
and  reallity  deceiving  and  fraudulent.  What  would  a 
Government  which  uses  this  kind  of  book-keeping  do 
to  a  corporation  which  should  follow  the  same  system? 
We  can  imagine  the  caustic  comments  of  the  commis- 
sioner exposing  them,  and  of  high-minded  legislators, 
and  the  courts  themselves.  New  burdens  would  at  once 
be  laid  upon  honest  managements  because  of  the  wrong- 
doing of  the  few,  who  were  really  only  doing  what  the 
Government  is  teaching  them  to  do.  This  is  the  morality 
of  our  lawyer  and  academic  rulers  whom  we  are  electing 
by  our  votes.  Is  it  not  time  to  inject  a  little  business 
honor  into  the  Government? 

Of  the  petty  manipulations  of  funds  appropriated,  of 
graft  glossed  over  because  of  the  bad  influence  of  ex- 
posure and  prosecution  on  the  public  mind  of  the  maze 
of  public  finances  which  defies  exploration,  time  and  space 
fail  us  to  speak.  He  knows  little  who  doesn't  know  that 
Washington  looks  upon  these  things  with  complacency 
while  holding  up  its  hands  in  holy  horror  at  occasional 
immoral  practices  in  business.  And  so  of  the  millions 
squandered  on  useless  water  ways  and  other  public  works 
— of  the  "pork  barrel,"  the  trading  and  buying  of  sup- 
port by  conscienceless  bargains,  the  deceit  by  which  great 
undertakings  are  begim  with  small  appropriations  in 
order  that  the  Government  may  be  unwittingly  committed 
to  an  ultimate  outlay  at  which  it  would  shrink,  the 
mileage  scheme  of  payment,  etc.  etc. 

Th«se  things  might  not  be  immediately  corrected  by 
a  Congress  of  business  men;  but  the  reform  can  only 
come  eventually  through  a  sense  of  business  honor 
grafted  upon  government.  A  business  government  would 
stop  the  present  unregulated  and  indefensible  method  of 
appropriations  and  adopt  a  budget  system  of  income  and 
expenditure,  through  which  the  business  of  government 
would  be  conducted  honestly,  truthfully  and  in  the  light 
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For  nearly  a  century  and  a  half  we  of  the  United 
States  have  betn  idealizing  in  free  government.  We  have 
put  the  conduct  of  the  nation  into  the  hands  of  doctri- 
naries  and  idealists.  We  now  need  an  era  of  pragmatism 
in  government.  We  need  pragmatics  in  office  to  lay 
secure  and  honest  foundations  upon  which  to  idealize. 
There  are  fundamental  laws  of  human  intercoury  and 
commerce  which  no  statute  can  beat.  We  need  to  build 
upward  upon  these  rather  than  to  begin  in  the  air.  And 
to  do  this,  we  need  the  skill  and  experience  of  men  of 
affairs.  If  this  end  is  to  be  obtained,  business  men  must 
take  hold  and  assert  themselves.  Those  now  in  charge 
will  not  willingly  let  go;  it  must  be  a  business  move- 
ment, and  the  public  which  now  sees  what  business  de- 
pression means,  will  gladly  support  such  a  movement 
when  given  the  opportunity. 


How  Business   Can   Make  *  Itself  Felt  for  Good  in 
Government. 


The  old  idea  of  the  projection  of  the  business  idea  into 
government,  was  to  use  money  to  get  what  you  want. 
The  almighty  dollar  was  potent  in  legislative  halls ;  and 
it  is  idle  to  place  all  the  blame  for  its  use  upon  the  busi- 
ness interests.  Tenders  of  exchanging  influence  for 
money  were  as  common  as  tenders  of  money  for  influ- 
ence. Legislators  were  rarely  indignant  over  the  work 
of  the  lobby,  except  when  they  conceived  that  the  lobby 
was  not  willing  to  pay  enough.  Business  found  it  easier 
to  pay  money  for  what  it  wanted  than  to  have  its  time 
and  attention  distracted  from  its  other  work.  When 
business  interests  had  a  perfectly  good  case  and  ought 
unquestionably  to  get  what  they  were  asking  for,  they 
eventually  found  it  necessary  to  grease  the  ways.  Obstruc- 
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tion  became  the  usual  thing,  and  business  was  at  least  as 
much  sinned  against  as  sinning. 

But  we  have  come  upon  better  days  in  many  ways. 
Public  opinion  now  frowns  upon  such  exchanges ;  and  to 
some  extent  makes  its  influence  felt.  But  there  are  sur- 
vivals of  the  system  which  ought  to  be  abolished.  The 
"pork  barrel"  still  exists  and  appropriations  are  traded 
in  among  the  legislators  themselves.  Trading  vote  for 
vote  is  just  as  dishonest  as  trading  vote  for  money.  The 
legislator  who  is  governed  in  all  he  does  by  his  individual 
prospects  of  re-election  is,  in  principle,  no  better  than  the 
one  who  makes  his  own  pecuniary  needs  his  ruling  motive. 
The  labor  lobby  has  largely  supplanted  the  business 
lobby;  and  legislation  is  far  from  being  the  clean  and 
high-minded  operation  it  ought  to  be. 

Another  unworthy  survival  is  the  idea  of  business  men 
that  the  way  to  better  things  must  be  paved  with  money. 
Money  is  freely  supplied  for  carrying  on  the  best  of  work 
— but  the  work  languishes  because  it  needs  not  money, 
but  men.  Business  can  now  find  its  way  into  govern- 
ment, only  by  furnishing  men  to  overcome  the  tremend- 
ous balance  of  power  against  it — ^and  business  men  are 
not  seeking  jobs.  To  inject  business  ideas  and  business 
methods  into  legislation  and  administration  conducted  and 
dominated  by  men  without  business  experience  and  with- 
out respect  for  the  business  man,  is  a  hopeless  undertak- 
ing. Business  men,  and  those  looking  to  them  for  em- 
ployment and  livelihood,  constitute  easily  over  ninety 
per  cent  of  the  voting  public.  Their  personal  represen- 
tation in  the  affairs  of  government  is  less  than  ten  per 
cent.  We  thus  have  a  small  governing  class — ^an  oligar- 
chy or  bureaucracy — put  into  office  and  kept  there  by 
the  great  mass  of  the  people  who  let  them  do  what  they 
want  to,  and  begin  to  despair  of  a  system  of  government 
which  they  are  shutting  themselves  out  of.  The  office- 
holders know  the  weakness  of  their  tenure;  and  so  it 
comes  about  that  a  comparatively  small  organized  band 
of  labor  representatives,  wild-eyed  reformers,  or  aca- 
demic theorists,  gets  what  it  wants  by  threatening  or  much 
talking.    There  is  no  organized  opposition;  and  in  such 
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absence,  a  handful  of  men  drop  legislative  bombs  and  sail 
away  in  security. 

Business  needs  organization.  That  seems  a  statement 
hardly  worth  making — for  it  has  a  great  number  of 
organizations  and  new  ones  are  bobbing  up  every  day. 
There  are  chambers  of  commerce,  local  and  national,  as- 
socations  of  manufacturers,  associations  of  commerce, 
business  men's  leagues ;  and  a  thousand  and  one 
trade  and  technical  organizations.  And  many  of  these 
are  doing  good  work  in  creating  better  public  sentiment 
and  in  influencing  legislators  and  executives.  But  are 
they  getting  anywhere,  really,  in  getting  business  expe- 
rience and  business  ideas  into  the  council  and  adminis- 
tration of  public  affairs?  Are  they  not  working  against 
great  odds  in  trying  to  educate  and  form  and  direct  the 
men  who  are  already  in  control  ?  Would  it  not  be  vastly 
'  better — and  is  it  not  the  only  satisfactory  solution  to  put 
business  men  into  public  service?  Wouldn't  it  be  easier 
to  educate  business  men  into  talking  than  to  educate 
talkers  into  business  men? 

The  labor  hosts  have  set  an  example  for  business  men. 
They  organize  for  work — for  making  themselves  felt  and 
getting  into  power.  They  elect  their  own  men  or  their 
friends  at  least.  They  know  how  the  candidate  stands 
on  the  subjects  they  are  most  interested  in.  They  have 
their  headquarters  at  the  seats  of  power ;  and  they  have 
their  flying  battalions  which  are  mobilized  to  suit  the 
emergency.  They  lay  out  definite  programs  and  rise 
anew  with  fresh  vigor,  after  defeat.  Give  them  credit 
for  a  generalship,  of  which  business  knows  mighty  little! 
Their  organizations  are  not  for  dinner-giving  and  mu- 
tual adulation  or  repining  over  the  degeneracy  of  the 
times.  They  are  "one  for  all  and  all  for  one,"  while 
business  always  sees  a  certain  advantage  to  the  one  who 
won't  agree  to  anything  or  kicks  out  of  the  traces  as  soon 
as  he  has  hitched  up. 

Business  organizations  are  a  scattered  horde,  often 
fighting  each  other  on  things  on  which  they  might  and 
ought  to  have  perfect  agreement.  The  federation  of 
labor  is  a  real  thing,  while  the  federation  of  bnsines!! 
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is  weak  and  ineffective.  Business  is  afraid  of  coming 
out  into  the  open  and  laying  its  cards  on  the  table.  It 
has  been  so  long  denounced  and  frowned  down  that  it 
seems'  to  accept  the  position  of  pariah  in  government. 
There  is  today  no  warrant  in  truth  for  this  and  no  reason 
except  its  own  diffidence  or  cowardice. 

There  should  be  a  business  league,  fathered,  if  you 
please,  by  existing  organizations,  but  doing  a  practical 
and  universal  work.  Its  program  should  follow  both 
municipal,  state  and  national  lines.  It  should  educate 
business  men  of  high  standing  into  a  willingness  to 
serve  their  country.  Having  induced  them  thus  far,  it 
should  support  and  elect  them.  It  should  compel  those 
having  appointive  power  to  appoint  a  fair  proportion 
of  approved  business  men.  It  should  inculcate  business 
principles  and  business  honesty  into  that  proportion  of 
public  servants  which  will  still  come  from  non-producing 
and  non-distributing  occupations.  It  should  see  that 
business  has  fair  representation  in  public  schools,  colleges 
and  universities.  And,  it  should  keep  tab  on  what  its 
men  do  after  they  are  elected.  The  present  ignorance 
regarding  the  individual  records  of  public  servants  is 
intolerable.  They  answer  only  to  voters  who  are  blind 
and  deaf  and  dumb. 

Public  sentiment  is  with  business  today  as  it  has  never 
been  before.  It  is  the  psychological  moment,  for  a  great 
business  movement.  It  will  pass  by  and  leave  things 
even  worse  than  they  have  been — weakness  and  selfish- 
ness and  incapacity  masquerading  under  a  many  colored 
garment  of  reform — unless  business  men  unify  and  take 
hold  to  balance  our  system  of  government  by  securing 
efficiency  and  honesty  in  the  entire  public  service.  The 
business  army  is  an  unorganized  and  undisciplined  host. 
It  needs  direction  and  illumination — and  it  needs  above 
all  just  now  to  discover  its  own  power. 

Railway  regulation  has  accomplished  much  good,  but 
has  run  to  seed  and  needs  pruning  down.  Business  is 
now  to  be  regulated  by  law.  Shall  it  be  regulated  out 
of  existence,  or  shall  we  have  a  sane  consideration  of  its 
needs  and  its  dangers? 

The  Qayton  bill  is  full  of  possibilities  and  impossibili- 
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ties — all  dangerous.  In  the  hands  of  "men  entirely  great" 
it  might  develop  safely  and  beneficially.  But  it  will  not 
be  in  such  hands — they  do  not  exist.  Business  must  stand 
up  for  business  rights — for  the  eternal  principles  of 
human  intercourse  as  established  by  the  experience  of  the 
ages.  It  has  been  a  sleeping  giant  and  is  being  bound 
down  into  helplessness.  It  can  break  the  bonds  and  defy 
the  host  of  lilliputians,  only  by  a  tremendous  muscular 
eflfort  of  its  own.  To  do  this  it  must  call  every  member 
of  its  system  into  action.  Talking  will  not  break  the 
threads — nor  will  its  own  inner  consciousness  of  latent 
power  do  it. 

Organize  for  practical  work !  Get  down  to  the  details 
of  enhsttng  men!  The  manufacturers  of  Pennsylvania 
recently  demonstrated  the  fact  that  if  they  threw  aside 
their  fear  and  came  out  into  the  open  and  proclaimed 
their  intentions,  the  crowd  would  flock  to  their  banner. 
The  whole  country  can  be  rallied  under  a  flag  of  business 
honor  and  honesty  and  experience,  in  government.  Not 
in  a  day,  or  a  week,  but  coming  surely  and  steadfastly 
under  a  continuous  campaign  of  enlightenment  and  en- 
listment, and  btisiness  discipline. 


Comments  by  Correspondents 

For  the  Good  of  the  Whole  Country. 

By   Rudolph   Blankenburg,   Mayor  of  Philadelphia. 


Your  interesting  and  convincing  editorial  urging  the  necessily 
of  more  active  participation  in  public  life  by  trained  business 
men,  meets  with  tny  heariy  approval.  I  congratulate  you  upon 
having  performed  what  I  regard  as  a  real  public  service. 

Why  is  it  that  business  men,  as  a  general  proposition,  take  no, 
or  very  little,  part  in  public  affairs?  What  are  the  reasons? 
What  the  results?  The  average  business  man  appears  to  be 
satisfied  and  to  feel  that  he  is  doing  his  full  duly  if  he  takes 
care  of  his  own  affairs,  makes  a  living  and  a  competency  for 
himself,  and  also  gives  sufficient  and  remunerative  employment 
to  those  who. help  him  in  his  enterprises.  He  is  apt  to  think 
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that  if  he  goes  to  the  polls  and  votes  his  party  ticket— often 
prepared  by  self-seeking  and  avaricious  politicans  whose  main 
interest  in  politics  is  their  own  personal  aggrandizement  and 
enrichment  at  public  expense — he  has  done  his  full  duty  as  an 
American  citizen.  The  conscience  of  such  a  man  should  be 
awakened  to  the  fact  that  if  he  wants  to  leave  to  his  children 
what  the  fathers  gained  for  him  and  left  to  htm  as  a  sacred 
heritage,  he  should  get  busy.  If  he  would  reflect  for  a  mo- 
ment, it  should  appear  to  him  that  as  long  as  the  business 
man,  whether  engaged  in  manufacturing,  distribution  or  trans- 
portation, the  farmer,  the  laboring  man  and  others  occupied 
in  productive  enterprises,  neglect  their  public  duties,  laws  may 
be  passed  that  are  apt,  in  their  construction  and  in  their  inter- 
pretation, to  prove  of  great  disadvantage  to  him  and  his  fellow- 
men. 

We  find  that  lawyers  very  largely  predominate  in  the  houses 
of  legislation.  Lawyers,  of  course,  are  a  necessity — they  are 
sometimes  called  a  necessary  evil — but  they  should  not  be  per- 
mitted that  predominance  which  has  been  theirs  for  many  years, 
often  to  the  disadvantage  of  the  general  public.  The  legisla- 
tion passed  is  apt  to  be  and  has  been  found  to  be  of  such  a 
character  in  its  subtlety  and  consequent  effect  that  it  is  not 
readily  understood  by  the  average  man.  One  of  the  greatest 
faults  of  much  of  our  legislation  is  that  it  is  full  of  verbiage 
and  dark  recesses  that  require  legal  light  for  interpretation  and 
that  legal  light,  of  course,  has  to  be  looked  to  from  members 
of  the  legal  profession.  This  is  often  the  cause  of  litigation 
in  our  courts  which  would  be  unnecessary  if  plain,  everyday 
English  were  used  instead  of  ambiguous,  superfluous  and  often 
uninterpretable  language. 

No  language  is  equal  to  our  own  as  a  business  language.  Be- 
ing familiar  with  two  other  tongues  besides  the  English,  it 
may  be  conceded  I  am  a  fair  judge  on  this  question.  It  is  un- 
pardonable to  use  obscure,  equivocal  or  legal  verbiage  when 
business  verbiage  would  serve  a  better  purpose.  Why  is  it 
that  in  legal  documents  the  language  used  for  a  century  or 
more  is  still  adhered  to,  much  to  the  confusion  of  the  plain, 
everyday  man?  If  a  business  man  writes  a  contract  it  is  apt 
to  be  plain  and  to  the  point.  The  average  lawyer  will  use  many 
more  words  than  are  needed  and  thus  often  confuse  the  mean- 
ing or  intent  of  papers  prepared.  Much  of  the  often  prevalent 
red  tape  could  also  be  advantageously  omitted. 

I  remember,  some  years  ago,  when  partners  to  a  business 
house  were  in  trouble,  I  was  asked  to  try  and  extricate  them. 
After  going  over  their  affairs,  I  drafted  a  documnet  of  separa- 
tion of  their  partnership,  plain  and  to  the  point.     On  taking  it 
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to  a  prominent  lawyer  to  put  it  in  legal  shape,  he  paid  me  the 
compliineni  of  saying.  "There  is  no  legal  shape  needed.  It  is 
the  tersest  and  clearest  agreement  of  the  kind  that  has  ever 
come  before  me."  Vet  I  had  no  legal  training,  simply  business 
knowledge  and  1  ktiew  exactly  what  I  wanted. 

Let  us  take  as  an  example  the  income  tax  law.  prepared  b> 
the  shining  lights  of  Congress,  among  whom  there  are  lawyers 
of  national  reputation.  If  there  ever  was  a  document  produced 
of  unnecessary  verbosity,  unintelligible  in  its  diffuseness,  abso- 
lutely harassing  to  interpret,  the  income  tax  bill  is  such  a 
document.  It  has  been  amended  and  re^amended;  one  explana- 
tion needed  another,  and  on  the  whole  even  the  proverbial 
Philadelphia  lawyer  has  to  lax  his  ingenuity  to  the  utmost  and 
then  will  run  against  snags  that  can  be  removed  only  by  a  new. 
sensible  bill.  I  made  this  statement  in  a  speech  delivered  at  a 
banquet  at  which  one  of  the  most  distinguished  lawyer  members 
of  the  House  of  Representat 
Sitting  next  to  me,  he  said,  s 
who  drafted  that  bill."  and  he  made  a  note,  for  he  was  to  fol- 
low me  as  one  of  the  speakers  and  prol>ably  wanted  to  haul 
me  over  the  coals  for  my  temerity  in  criticising  that  august 
body — but  he  never  referred  to  my  charge,  probably  knowing 
that  it  was  correct. 

The  income  tax  is  not  popular  in  itself,  but  it  is  made  much 
more  unpopular  because  it  is  almost  impossible  of  a  correct 
interpretation.  Lawyers  have  probably  been  consulted  more 
about  the  meaning  of  many  of  its  paragraphs  than  on  any  pub- 
lic question  that  has  arisen  for  years.  If  the  Ways  and  Means 
Committee  had  had  some  trained  business  men  with  good,  bard 
sense  among  its  members.  1  am  sure  a  bill  much  more  readily 
understood,  and  therefore  more  acceptable,  would  have  resulted. 

The  business  man  ought  to  be  seen  and  heard  in  our  places 
of  legislation  and  given  his  share  in  preparing  laws  largely  in- 
tended to  be  for  his  protection  in  his  daily  affairs.  If  we  look 
at  the  proceedings  in  our  courts,  all  over  the  country,  the 
vast  majority  are  business  cases  and  they  often  find  their  way 
into  court  because  of  the  flexibility  or  ambiguity  of  the  law. 
which  may  be  turned  and  twisted  in  most  any  direction  as  an 
able,  and  sometimes  unscrupulous,  lawyer  may  desire.  Let  the 
business  man  participate  in  forming  the  laws  and  he  will.  I 
am  sure,  .avoid  many  pitfalls  and  rocks  he  now  encounters.  But 
aside  from  the  material  advantage  which  would  accrue  to  him. 
he  should  never  forget  that  he  should  be  an  American  citizen 
first  and  a  man  of  business  afterward.  .\s  business  men  I 
call  all  those  engaged  in  creative  occupations. 
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1)eing  formed  in  large  and  small  cities,  in  fact,  in  every  com- 
munity, should  lake  up  the  question  of  sending  strong  business 
men  to  Congress,  to  the  halls  of  legislation  in  our  states  and 
the  legislative  bodies  in  our  municipalities.  Then  the  result 
would  definitely  show  thai  ihe  business  man  in  politics  or  in 
public  affairs  is  not  only  a  necessity  for  his  own  good,  but  alio 
for  the  good  of  the  whole  country. 


Organization  of  BuBiness  Men,  the  Remedy. 


S.  P.  Bui 
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:,  Ohio. 


December  22,  1914. 
Editor,  Railway  Review. 

I  have  read,  with  interest,  in  ihe  December  Sth  edition  of 
the  Railway  Review,  your  editorial  on  "The  Business  Men," 
in  which  it  is  pointed  out  thai  the  business  interests  of  the 
country  have  been  very  much  neglected,  in  fact  even  injured, 
because  the  enactment  of  legislation  in  recent  years  has  been 
left  largely  to  lawyers  and  a  few  others  who  are  ill-informed 
as  to  the  economics  of  and  the  conditions  surrounding  busi- 
ness and  its  needs. 

Vou  point  out  that  the  business  world  has  had  little  or  no 
representation  in  the  making  of  all  those  laws  which  so  vitally 
affect  it,  and  suggest  thai  until  business  men  get  into  politics 
and  undertake  to  secure  fair  treatment  by  direct  participation 
in  legislation,  the  existing  evils  will  continue.  It  is  true  that 
there  are  serious  evils  and  conditions  as  you  point  out.  Laws 
affecting  vital  economic  matters  are  enacted  by  those  who  do 
not  from  experience  have  that  understanding  which  experience 
alone  can  supply,  and  the  regulation  of  business  is  conducted, 
as  a  rule,  by  those  wholly  incompetent. 

That  the  business  man  is  responsible  for  this  situation  very 
largely,  there  can  be  no  doubt.  The  neglect  of  his  important 
duties  of  citizenship  have  been  most  flagrant.  Such  a  state- 
ment is  not  the  result  of  careless  or  superficial  thought.  Busi- 
ness men  themselves,  and  the  people  generally,  regard  the  busi- 
ness man  as  one  of  the  most  intelligent  elements  of  our  popu- 
lation. If  it  were  said  of  them  that  they  were  not  among  the 
most  intelligent  they  would  undoubtedly  resent  it,  but  if  they 
are  superior  in  intelligence  their  responsibilities  of  citizenship 
must  therefore  be  all  the  greater,  and  hcm:e  their  neglect  has 
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been  flagrant,  not  so  much  perhaps,  in  (ailure  to  secure  direct 
representation  in  legislative  bodies  as  in  failure  to  exert  any 
considerable  influence  or  put  forth,  any  material  effort  in  their 
own  behalf  and  in  the  general  welfare. 

I  do  noi  believe  llial  it  is  so  essential  for  the  business  man 
to  go  to  ihe  stale  legislature  or  to  the  national  congress  as 
it  is  that  he  should  be  organized  and  vitally  interested,  and 
through  this  interest  and  organization  exert  the  influence  which 
tie  very  readily  could.  To  my  mind  the  most  essential  and 
practical  course  for  the  business  man  to  pursue  is  to  educate 
himself,  to  organize  and  exert  some  influence  in  his  own  com- 
munity in  proportion  to  his  ability  and  responsibilities,  and 
to  participate  in  slate  and  national  activities. 

The  Chamber  of  Commerce  of  the  United  States,  organized 
but  recently,  has  already  given  evidence  of  the  power  and  in- 
fluence that  the  business  man  may  exert.  I  venture  the  state- 
ment that  but  for  the  influence  of  this  organization  and  a  tew 
others,  important  laws  enacted  by  the  last  congress  would  have 
been  far  more  radical,  and  in  some  instances  injurious,  than 
they  have  been.  To  those  who  are  informed  this  is  well  known, 
and  yet  what  was  done  was  accomplished  by  a  comparatively 
small  element  of  the  business  world.  Think  of  what  might 
be  accomplished  if  the  business  men  in  every  community  were 
organized  and  vitally  interested,  as  in  the  case  of  farmers  or 
laborers. 

It  would  seem  that  it  would  be  a  very  much  simpler  matter 
for  the  business  man  to  organize  than  to  get  into  the  legis- 
lature. 1  do  not  believe  it  is  quite  fair  to  say  that  the  lawyer 
is  not  in  his  proper  place  in  the  legislature.  All  things  con- 
sidered, I  believe  he  is  as  well  if  not  better  equipped  than 
any  other  class  of  people.  He  can  become  informed  concern- 
ing the  vital  questions  of  business  if  the  business  man  will 
take  the  trouble  to  inform  him,  as  the  laboring  man  and  the 
farmer  do,  and  if  business  is  organized  and  the  power  of  the 
organization  used  intelligently,  it  would  seem  that  everything 
essential  could  be  accomplished. 

As  a  matter  of  ^experience,  therefore,  it  would  seem  that 
the  solution  of  the  problem  that  you  present  lies  in  the  direc- 
tion above  indicated,  viz.:  the  giving  of  a  little  lime,  the  dis- 
play of  real  interest  and  organization  intelligently  directed. 
There  are  many  difficulties  standing  in  the  way  of  a  business 
man  becoming  a  legislator  or  getting  into  politics,  the  most 
important  of  which  is  that  he  docs  not  desire  to  do  so,  and 
one  seldom  succeeds  in  doing  that  which  they  do  not  like  and 
for  which  they  have  no  natural  aptitude.  This  is  not  to  say 
that  there  are  no  business  men  who  are  not  well  qualified,  but 
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ihe  number  of  those  who  are  is  very  small.  The  few  business 
men  who  have  gone  into  politics  cannot  be  said  lo  have  been 
conspicuously  efficient,  and  the  dillicullics  standing  in  the  way 
of  his  RCItintt  to  the  state  legislature  or  to  the  national  congress 
are  so  great  as  compared  with  the  opportunity  offered  for  exert- 
ing the  necessary  influence  through  organiialion  '.hat  it  would 
seem  that  the  way  out  is  by  the  course  of  least  resistance,  par- 
ticularly when  this  way  would  be  quite  as  effective. 


Extracts  from  Letters  to  the  Editor. 
BUSINESS  MEN  AND  PUBLIC  SERVICE. 


By  David  R.  Forgan,  president,  the  National  City  Bank,  Chi- 
cago: 


"I  have  read  with  a  great  deal  of  interest  and  cordial  assent 
your  editorial  on  'The  Business  Man.'  There  is  no  question  as 
to  the  timeliness  of  the  article,  nor  the  truth  of  its  statements, 
neither  can  there  be  a  question  as  to  the  advisability  of  a  wide- 
spread propaganda  along  the  same  lines.  My  only  fear  is  that 
it  is  practically  itnpossible  to  nominate  or  elect  business  men  of 
right  standing  lo  office.  They  could  get  the  business  men's  vole. 
but  that  is  small  in  comparison  to  the  great  uncounted  vote  of 
the  unthinking  mass. 

"It  is  a  strange  thing  that  all  good  institutions  for  the  uprais- 
ing of  humanity,  including  churches,  universities,  hospitals,  mis- 
sions, and  all  kinds  of  philanthropies  are.  every  one  of  them. 
direct  or  indirect  fruits  of  the  efforts  of  the  successful  business 
man,  ahd  yet  it  has  become  the  fashion  to  make  him  out  as  the 
worst  citizen  of  the  republic,  instead  of  being,  as  he  is.  both  the 
best  and  the  most  useful. 

"The  colossal  failure  in  this  country,  to  my  mind,  is  politics. 
and  that  is  the  one  great  thing  that  is  not  run  by  business  men. 
If  a  propaganda  could  be  pressed  in  support  of  the  idea  that 
obtains  in  older  countries,  namely,  that  a  successful  business 
man.  at  the  age  of  say  fifty-five  or  sixty  years,  when  he  has 
made  all  the  money  he  requires,  should  retire  from  business  and 
devote  his  still  vigorous  energies  to  the  patriotic  service  of  his 
country,  it  might  bring  a1>oiit  what  this  country  needs  more  than 
any  other  one  thing." 


By  Robert  P.  Lament,  president,  .\merican  Steel  Foundries : 
'"^'ou  have  'hit  the  nail  on  the  head.'    I  have  heard  the  sam 


general  idea  expressed  by  one  or  two  lawyer  friends  of  mine, 
who  are  big  enough  lo  reahze  the  situation;  but  I  have  never 
seen  the  idea  elaborated  so  thoroughly  and  set  forth  so  con- 
vincingly as  in  this  editorial.     It  should  have  wide  publicity." 


By  Howard  Elliott,  president,  New  York  New  Haven  &  Hart- 
ford R.  R. : 

"Perhaps  1  can  best  answer  by  enclosing  copy  of  a  letter  which 
I  wrote  to  a  friend  of  mine  a  short  time  ago.  wHo  sent  me  an 
article  entitled  'Send  Business  Men  to  Congress." 

The  letter  in  question  was  addressed  lo  Arthur  VVyman.  of 
the  Chicago  Railway  Equipment  Co..  and  is  as  follows : 

"I  have  read  with  much  interest  your-  article  entitled  'Send 
Business  Men  lo  Congress."  You  arc  absolutely  right.  One  of 
the  difficulties  In  this  country  today  is  that  what  you  call  'the 
rules  of  the  game"  are  being  made  by  people  who  know  nothing 
about  the  game  that  is  lo  be  played.  In  other  words,  the  com- 
plicated and  intricate  business  affairs  of  the  United  States  are 
being  conducted  under  rules  and  regulations  made  by  men  who 
have  little  or  no  experience  in  the  conduct  of  such  affairs.  The 
net  result  is  a  chaotic  condition  and  ultimate  depression  of  busi- 
ness, such  as  we  have  now.  particularly  in  the  transportation 
business. 

"How  to  cure  the  trouble  is  a  serious  question.  In  the  early 
days,  when  business  men  engaged  in  politics  and  held  office,  some 
things  were  done  that  were  selfish  and  that  aroused  the  people 
into  a  revolt  against  business.  Now.  politics  has  taken  charge  of 
business,  and  the  resuhs  are.  in  my  judgment,  even  worse.  I 
think  we  are  approaching  a  time  when  business  men.  in  self- 
defense,  will  lake  a  proper  part  in  political  life,  not  for  selfish 
reasons,  but  for  the  common  good  of  all.  One  difficulty  is  that 
loo  few  men  pay  any  attention  to  the  primary  forms  of  politics, 
namely,  ihe  selection  of  men  for  unimportant  offices  on  commit- 
tees, etc.,  and  the  result  is  that  a  relatively  few  active-minded 
men  'boss  the  job.'  The  fact  that  only  about  half  the  voters  of 
the  country  exercise  the  right  of  franchise  opens  the  door  to 
manipulation  by  those  who  make  politics  a  business,  and  pre- 
vents bringing  about  the  results  that  you  suggest.  I  agree  with 
you  that  it  would  be  foolish  to  try  to  attempt  to  create  a  new 
party,  but  I  think  the  business  organizations  could  work  within 
the  old  parties,  and  that  every  individual  could  contribute  some- 
thing, and  that  it  is  time  for  business  men  to  wake  up  lo  the 
s  of  the  situation '" 


By  William  McConway,  president.  McConway  &  Torlcy  Co, 
Pittsburgh,  Pa.: 

"I  cannot  express  to  you  the  feeling  of  satisfaction  which  I 
experience  from  the  reading  and  the  re-reading  of  your  edi- 
torial on  'The  Business  Man.'  It  covers  so  fully  the  ground 
over  which  my  thoughts  have  been  traveling  for  the  laat  six 
months  that  it  seems  as  though  the  article  might  have  been 
intpired  by  some  sort  of  telepathic  communication  between 
this  ofhce  and  that  of  the  Railway  Review. 

"It  is  not  my  purpose  to  enter  into  a  discussion  in  detail  of 
the  thoughts  which  you  have  so  lucidly  set  forth.  In  our  office 
here  we  have  recently  been  discussions  ways  and  means  for  pre- 
senting these  ideas  in  concise  form,  and  in  doses  not  too  large. 
This. seems  to  me  to  be  a  time  when  the  country  ought  to  be 
filled  with  epigrams  throughout  the  length  and  breadth  of  the 
land  covering  all  points  on  this  subject,  and  in  words  so  forcible 
that  they  would  hit  the  attention,  and  of  such  brevity  that  the 
mind  would  hold  them  and  the  readers  quote  them;  and  in  re- 
spect to  this  matter  if  I  have  one  dominating  thought  on  the 
subject  it  is  that  some  method  shall  be  adopted  for  this  propa- 
ganda, and  that  it  shall  be  organized  at  once.  I  think  that  the 
various  business  associations  are  ripe  for 
direction." 


By  W.  H.  Truesdale.  president,  Delaware  Lackawanna  &  West- 
ern R.  R..  New  York  City : 

"The  editorial  which  appeared  in  a  recent  number  of  the 
Review,  entitled  'The  Business  Man'  is  a  most  excellent  article, 
and  very  clearly  and  convincingly  points  out  a  condition  which 
is,  as  you  state  it,  dangerous,  and  has  resulted  in  the  passage  of 
a  mass  of  laws  which  now  grace  the  statute  books,  national  and 
state,  which  are  unreasonable,  unjust,  and  un-American,  and 
ought,  as  Senator-elect  Harding  stated  in  his  speech  the  other 
night,  be  repealed.  I  think,  by  all  means,  the  subject,  as  you 
have  treated  it,  should  become  the  basis  for  a  widespread  busi- 
ness and  political  propaganda.  I  am  very  glad  you  have  started 
it,  and  hope  you  can  enlist  other  publications  to  conduct  some 
of  their  activities  along  similar  lines." 


By  H.  P.  Bope,  first  vice-president.  Carnegie  Steel  Co,,  Pitts- 
burgh, Pa.: 

"I  want  to  say  that  I  have  read  very  carefully  your  editorial 
on  'The  Business  Man,'  and  I  endorse  every  word  of  it.  It  is 
an  absolutely  correct  statement  of  the  situation,  and  puts  in  eX' 


cellcnt  concrete  shape  the  ideas  which  a  great  many  of  us  have 
in  a  general  sort  of  way.  1  quite  agree  that  it  is  time  for  the 
business  man  to  be  more  assertive  in  mailers  pertaining  to  his 
combined  commercial  and  political  interests  than  he  has  seen 
tit  to  be  in  the  past." 

By  B.  F.  Bush,  president.  Missouri  Pacific  Ry.  Co..  St.  Louis. 
Mo.: 

"I  believe  you  have  portrayed  a  condition  in  our  governmental 
agencies  which  for  a  long  time  has  been  a  serious  detriment  to 
our  practical  business  affairs,  and  relief  from  which  can  only 
come  through  such  a  plan  as  is  espoused  by  you.  A  propaganda 
having  for  its  abject  the  installation  of  high  standard,  common- 
sense,  experienced  business  men  in  public  office,  instead  of  the 
class  sought  and  now  hlting  the  positions,  would,  in  my  opinion, 
be  fraught  with  the  most  beneficial  results  to  the  entire  com- 
munity." 

By  W.  W,  Salmon,  president.  General  Railway  Signal  Co., 
Rochester.  N.  Y. : 

"I  have  read  with  the  greatest  interest  your  editorial  'The 
Business  Man.'  I  think  it  does  not  admit  of  any  serious  ques- 
tion that  it  we  are  to  have  saner,  better  business  legislation  and 
respite  from  the  malting  of  the  kind  of  laws  that  have  proven 
so  disturbing  to  business  for  many  years  past,  business  men  must 
organize  in  some  manner  which  will  enable  them  to  exercise 
a  powerful  influence  on  the  conduct  of  political  affairs,  both 
national  and  state.  There  are.  in  most,  if  not  in  all.  communi- 
ties throughout  the  country,  conservative,  capable  business  men 
who  enjoy  the  respect  and  confidence  of  iheir  fellow  citizens, 
but  through  failure  lo  organize  in  such  manner  as  will  give 
them  a  potential  voice  in  the  political  affairs  of  the  nation  their 
views  are  either  not  known  or  not  heeded  in  high  places. 

"As  I  see  it.  the  American  Federation  of  Labor,  headed  by 
Mr.  Samuel  Gompcrs.  affords  an  excellent  example  of  the 
potentiality  of  organization,  intelligently  and  persistently  work- 
ing to  a  desired,  economic  end.  through  political  influence. 
Whether  the  Chamber  of  Commerce  of  the  United  Slates  or  some 
other  organization  of  business  men  can  or  will  become  the  means 
of  procuring  for  Ihe  business  interests  of  this  country  proper 
consideration  and  just  treatment  I  do  not  know,  but  I  have 
hoped  that  such  might  prove  to  be  the  ease,  and  in  any  event  I 
feel  quite  sure  that  it  is  only  through  organized  effort  on  the 
part  of  the  business  interests  that  they  will  ever  be  able  to  pro- 
cure the  kind  of  hearing  and  treatment  that  the  welfare  of  the 
country  at  large  requires." 
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By  John  Howe  Peyton,  president,  Nashville  Chattanooga  &  St. 
Louis  Ry.,  Nashville,  Tenn. : 

"Your  editorial  on  *The  Business  Man*  impresses  me  very 
strongly.  That  the  principles  laid  down  are  wise  and  conserva- 
tive cannot  be  questioned.  When  a  man  is  desperately  ill  he 
needs  not  only  a  physician  highly  trained  intellectually  and 
theoretically,  but  a  man  of  practical,  common  sense  who  has 
had  experience  in, the  treatment  of  the  disease  from  which  his 
patient  is  suffering.  Our  nation  is  now  sick,  nigh  unto  death, 
by  reason  of  nostrum  administered  by  quacks  or  impractical 
theorists.  There  is  no  hope  of  an  effectual  cure  except  in  the 
treatment  that  your  suggest." 


By  A.  H.  Mulliken,  president,  Pettibone,  Mulliken  &  Co..  Chi- 
cago : 

"I  have  read  this  editorial  with  much  interest.  It  accurately 
describes  the  business  man  at  the  present  time.  The  problem 
seems  to  be  to  'get  business  men  of  all  degrees  into  politics  as 
business  men,  and  undertake  to  secure  fair  treatment  of  business 
by  law.'  I  enclose  a  suggestion  by  Arthur  Wyman.  in  which  I 
think  you  will  be  interested.  I  would  add  to  his  suggestion  that 
there  are  many  business  men  in  the  United  States,  from  45  to 
60  years  of  age,  who  would  be  interested  in  our  government,  if 
they  were  shown  the  way.  Many  of  these  business  men  have 
made  money  enough,  and  only  keep  on  in  business  for  the  sake 
of  something  to  do.  If  they  could  be  directed  toward  the  above 
problem  I  believe  we  should  go  a  long  ways  toward  solving  the 
situation.  -I  think  there  is  room  for  several  editorials  from  you 
in  answer  to  the  question." 


By  the  president  of  a  large  western  railway  system: 
"I  have  read  with  much  interest  your  editorial  on  *The  Busi- 
ness Man.'  The  management  of  state  and  federal  governments 
IS  not  unlike  the  management  of  large  business  enterprises,  and 
to  be  properly  and  economically  carried  on  sound  business 
methods  must  obtain  in  government,  as  well  as  in  business  gen- 
erally. Every  business  man  who  has  had  to  deal  with  govern- 
ment in  its  relation  to  his  business  knows  that  there  is  too  much 
politics  and  too  little  business  in  the  administration  of  the  affairs 
of  government.  And  it  may  safely  be  said  that  much  of  the 
business  disturbance  of  the  present  time  is  chargeable  to  the 
failure  or  inability  of  those  who  make  laws  regulating  business 
to  discern  between  proper  regulation  and  regulation  that  merely 
annoys  and  harasses  business.    There  has  been  too  much  of  the 
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latter  kind  of  regulation  due.  probably,  (o  a  lack  of  knowledge 
of  business  methods  and  business  necessities.  To  remedy  this 
situation  business  men  should  have  a  larger  part  in  the  framing 
of  laws  than  heretofore." 


By  Alba  B.  Johnson,  president,  Baldwin  Locomotive  Works, 
Philadelphia.  Pa.: 

"I  have  read  the  article  on  'The  Business  Man'  in  politics.  I 
am  cordially  in  accord  with  the  argument  which  you  present. 
Many  of  the  ills  from  which  we  are  now  suffering  are  the  result 
of  a  preponderance  of  lawyers  and  theorists  in  the  commissions 
created  by  the  government,  rather  than  business  men  of  experi- 
ence ;  and  I  think  that  nothing  but  good  to  the  whole  people  of 
the  United  States  would  result  from  increasing  the  number  of 
experienced  conservative  business  men  in  the  legislative  bodies 
of  the  nation." 


By  E.  P.  Ripley,  president,  Atchison  Topeka  &  Santa  Fe  Ry., 

"I  have  read  with  much  interest  the  editorial  on  'The  Business 
Man'  in  your  issue  of  December  5.  I  quite  agree  with  you  that 
it  is  time  that  business  men  have  some  consideration  in.  matters 
of  legislation.  At  present  they  have  nothing  to  say,  although 
they  are  the  principal  object  of  the  solicitude  of  our  legislators, 
composed  mainly  of  lawyers.  The  law  is  an  ancient  and  honor- 
able profession,  but  there  is  altogether  too  much  of  it  in  our 
government.  The  main  trouble  seems  to  be  that  the  lawyer  is 
educated  to  talk  in  public,  that  he  seeks  public  office  as  a  step- 
ping-stone to  employment,  and  that  his  facility  as  a  speaker 
enable.i  him  to  control  votes.  It  is  difficult  to  see  how  his  selec- 
tion for  office  can  very  well  be  avoided,  so  long  as  he  is  able 
to  get  votes  by  reason  of  his  talk,  and  I  think  that  business  men 
fail  to  be  elected  simply  because  of  their  inability  to  express 
their  opinions  in  public." 


By  T.  H.  Symington,  president,  T.  H.  Symington  Co..  Roch- 
ester, N.  V. : 

"1  note  with  interest  your  editorial  on  'The  Business  Man.' 
There  is  no  doubt  about  the  fact  that  we  should  have  more  busi- 
ness men  in  charge  of  the  gigantic  affairs  of  our  country,  in  both 
national  and  municipal  issues.  I  have  given  this  matter  a  great 
deal  of  thought  in  years  past,  and  am  utterly  unable  to  figure 
out  myself  what  procedure  would  enable  us  to  get  the  men  we 
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"It  seems  to  me  that,  first,  our  individual  pairioiism  should 
be  more  keenly  aroused,  and  that  the  important  positions  in  the 
government  and  on  the  bench  should  be  made  marked  posts  of 
honor,  both  in  the  business  world  and  the  social  world.  This 
condition,  coupled  with  adequate  salaries,  would  help  to  bring 
about  a  higher  man  efficiency  at  the  helm.  It  will  not  only  be 
necessary  to  make  these  positions  attractive  and  appealing  to  the 
kind  of  men  we  want  in  office,  but  the  voting  majority  must  also 
want  such  men  to  accept  office  and  vote  for  them. 

"It  is  a  true  saying  that  'no  governnient  is  better  or  worse 
than  the  people  governed,'  so  that  the  propaganda  must  not 
only  be  of  widespread  business  and  political  character,  but 
toward  the  further  enlightenment  of  the  whole  people,  which 
would  necessarily  result  in  a  higher  type  of  government. 
While  I  do  not  approve  of  the  German  philosophy  in  toto, 
yet  I  think  that  we,  as  a  people,  would  be  vastly  improved, 
and  our  government  would  be  vastly  improved,  by  a  strong 
mixture  of  German  'Kultur'  in  our  national  life." 


By  Francis  Ralston  Welsh,  investment  bonds,  Philadelphia, 
Pa.: 

"The  editorial  in  the  Railway  Review  seems  to  me  excel- 
lent. Only  two  days  ago  I  was  speaking  of  the  necessity  of 
lawyers  having  business  training  and  experience  if  they  were 
going  to  have  any  real  practical  common  sense.  The  head 
of  the  bar  here,  John  G.  Johnson,  is  notable  on  account  of 
his  understanding  of  business  matters,  and  the  former  head 
of  the  up-stale  public  service  commission  in  New  York. 
Mr.  Stevens,  was  also  a  practical  business  man.  and  it  was 
a  great  loss  when  politics  put  him  out  of  office. 

"You  speak  of  custom  having  left  it  to  the  lawyers  to  do 
all  the  talking.  There  is  a  good  reason  for  this,  namely,  that 
the  lawyers  are  trained  to  talk  and  write,  and  business  men 
are  not,  so  that  as  a  class  they  neither  talk  nor  write  with 
facility,  and  often  have  reluctance  to  express  themselves  in 
consequence. 

"In  my  work  of  selling  and  passing  upon  issues  of  bonds 
I  invariably  read  the  mortgage  securing  the  issue  before 
taking  up  any  bonds,  and  have  read  in  my  time  upwards 
of  4000  mortgages,  which  is  probably  at  least  four  times 
as  many  as  most  lawyers  who  make  a  specialty  of  that  sort 
of  thing  have  read.     In  the  majority  of  cases  I  find  that  the 
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lawyer  who  <lr«w  the  mortgage  has  very  evidently  no  prac- 
tical  knowledge  of  or  good  judgment  about  the  business  and 
practical  conditions  of  the  corporation  whose  bonds  he  is 
seeking  to  secure.  I  have  turned  down  many  issues  simply 
and  solely  because  they  did  not  adequately  protect  the  in- 
vestor, though  the  property  might  be  sufficient  for  that  pur- 
pose, if  the  bonds  were  a  proper  lien  upon  it.  and  this  very 
frequently  is  the  case  because  the  lawyer  who  drew  the  mort- 
gage is  not  competent  to  do  his  work  properly,  and  generally 
from  an  utter  lack  of  understanding  of  the  business  and  gen- 
eral conditions  of  the  corporation  on  whose  property  he  is 
creating  a  lien.  Only  recently  I  have  been  associated  with 
a  lawyer  who  is  brighter  and  far  better  educated  than  the 
average,  and  has  had  something  like  40  years'  of  experience. 
He  i&  a  counsel  of  a  friend  of  mine,  and  I  have  all  the  time 
to  supply  practical  common  sense  tn  order  that  my  Friend's 
case  may  not  go  by  default  and  be  lost  in  a  maze  of  mere 
legal  technicalities. 

"The  reason  so  many  lawyers  get  along  is  because  it  is 
their  clients  who  suffer  for  their  blunders,  but  on  the  other 
hand  it  has  been  my  experience  that  the  great  majority  of 
business  men  do  not  understand  their  own  business  with 
any  thoroughness,  and  in  most  instances  it  is  largely  a  mat- 
ter of  hit  or  miss.  What  we  really  need  is  more  care  and 
thoroughness  in  all  walks  of  life,  and  that  people  should  be 
taught  more  self-control  and  more  power  of  self-denial,  in 
order  that  they  may  make  jnore  substantial  progress  and  be 
better  off  in  the  end.  Today  nothing  is  more  common 
than  wholesale  and  indiscriminate  denunciation,  and  this  is 
largely  because  that  is  so  much  easier  tti^n  taking  the  pains 
to  ascertain   the   truth   and   differentiate  between   individuals 


By  Charles  R.  Robinson,  general  manager  of  sales,  Lacka- 
wanna Steel  Co.,  Buffalo,  N.  Y.: 

'There  is  no  doubt  that  the  subject  is  a  very  broad  and  con- 
structive one,  both  politically  and  economically,  and  it  cannot, 
in  my  judgment,  be  given  a  too  wide  discussion  and  distribu- 
tion. If  business  of  this  country  of  any  caliber,  either 
small  or  large,  is  to  continue  along  constructive  lines,  it 
seems  to  me  it  will  be  absolutely  necessary  for  business 
men — as  you  and  I  understand  that  term — to  take  more 
of  an  interest  than  they  have  up  to  the  present  time  in  the 
multitudinous  laws  and  regulations  that  are  being  formed 
constantly   by    others   for   their   conduct.     You   are,   in   my 
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IMPORTANCE  OF  OUR  SOUTH  AMERICAN  TRADE. 

By  Hod.  Ansbkw  J.  Fmui,  Avutant  Secretary  of  the  Tieamiry. 


The  devclopmflnt  of  foreign  trade  has  not  been  a  primary  con- 
sideration in  the  United  States.  Here  it  has  received  less  attention 
than  in  most  countries.  In  this  country  many  factors  have  pre- 
vented foreign  trade  from  being  deemed  of  the  nrst  importance.  It 
only  occupied  this  position  for  certain  cotton  producing  States  during 
the  early  nineteenth  century.  There  have  been  so  many  enormous 
demands  upon  the  energy  of  our  people  individually  and  as  a  nation 
that  it  would  have  been,  perhaps,  surprising  for  us  to  have  taken  a 
broad,  national  view  of  foreign  trade  and  its  requirements  over  a 
reasonably  long  stretch  of  time.  The  building  of  the  West,  with  its 
ever-receaing  frontier,  has  been,  after  all,  the  one  great  national 
undertaking  that  we  assumed  and  that  we  fulfilled  during  the  nine- 
teenth century.  Coincident  with  that  gigantic  conquest  and  culti- 
vation, and  in  some  respects  due  to  it,  have  been  the  tremendous 
industrial  advances  recorded,  especially  in  the  second  half  of  the 
nineteenth  century,  to  which  again  we  were  obliged  to  sacrifice  all  our 
time  and  energy.  These  industrial  advances  were  stimulated  by  the 
high  labor  cost  and  the  low  cost  at  which  raw  materials  were  pro- 
dudble,  which  resulted  in  the  necessity  of  taking  any  measures 
which  might  save  labor;  and,  of  course,  the  obvious  measure  to  take 
is  the  production  and  use  of  labor-saving  machinery.  What  a  striking 
contrast  this  was  with  conditions  in  Europe,  where  abundant  labor 
was  always  available,  and  is — under  normal  conditions — to-day; 
where  the  sources  of  raw  materials  are  poor  and  in  many  instances 
close  to  exhaustion,  and  manufactured  materials  are  producible  only 
at  high  cost;  a  situation  which  compelled  European  manufacturers 
to  concentrate  their  attention  upon  economy  of  material.  This  prac- 
tice has  readily  permitted  them  at  all  times  to  adapt  themselves  to 
any  foreign  market:  while  our  relative  indifference  to  materials  has 
not  been  offset,  so  far  as  foreign  trade  at  least  is  concerned,  by  our 
labor-saving  devices,  which  excel  and  forestall  generally  those  in  use 
in  other  manufacturing  countries.  Fast  as  our  production  has 
increased,  in  recent  years  our  consumption  has  almost  kept  pace  with 
it,  and  our  domestic  market  has  absorbed  nearly  our  whole  output. 

It  must  not  be  thought  that  I  imply  that  we  have  never  had  our 
foreign  trade  traditions.  That  would,  indeed,  be  a  calumny  if  ut- 
tered in  Boston.  Nearly  a  century  ago  New  England  was  busily 
engaged  in  the  foreign  trade  and  did  no  small  share  of  the  shipping 
from  Europe  to  the  Far  East  and  to  Latin  America.  A  people  can 
not  be  engaged  in  that  business  verv  long  before  it  will  reach  an  ad- 
Tanced  stage  and  actuallv  take  up  the  business  of  supplying  many  of 
the  things  called  for  by  tne  customers  of  the  nations  for  whom  before 
it  was  sunply  the  carrier.     New  England  traders  were  known  every- 
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whore  as  carriers  and  came,  indeed,  to  be  known  in  many  places  as 
nianufacturerft.  However  transitx)ry  a  visit  anyone  may  pay  to 
Latin  America,  he  is  certain  to  come  upon  traces  of  their  Iong^KX>a- 
tinued  activity.  In  my  visit  there  last  spring  I  was  taken  to  a 
hacienda  or  big  farm  in  the  comitry  of  Argentina.  There  we  were  all 
entertained  at  a  house  whose  bricks,  windows,  and  woodwork  wore 
ad  carried  out  by  saiUng  vessels  from  Boston.  One  could  easily 
rocoj^nize  its  homeUke  New  England  characteristics.  So  great  was 
the  vt>lunie  of  traffic  rounding  the  Horn  that  a  United  States  squad- 
ron putroUed  &)Uth  America  for  more  than  half  a  century,  with 
Montevideo  as  its  headquarters.  The  genuine  friendship  that  Uru- 
guayans bear  us  to-day  is,  perhaps,  to  no  small  extent  to  be  attributed 
lo  the  traditions  attaching  to  those  frigates  and  to  the  intimacies 

S growing  out  of  the  frequent  calls  of  the  merchant  vessels  to  which  that 
riendly  squadron  assured  protection — protection  not  indeed  from 
remote  possibilities  of  hostile  agression,  but  from  the  uncertainties 
and  inclemencies  of  the  South  Atlantic. 

Nearly  all  that  activity  seemed  to  pass  away  with  the  Civil  War. 
We  became  absorbed  in  the  West,  as  I  have  suggested.  In  the  West 
capital  found  better  return  and  a  practical  demand,  one  that  repre- 
sented the  capacity  for  huge  streams  of  immi^ants  to  produce  wealth 
in  a  short  time.  But  for  our  gigantic  immigration  we  might  have 
faced  the  distressing  conditions  that  beset  in  our  own  day  other  ex- 
tensive countries  with  much  rich  land,  but  without  a  constant  supply 
of  wealth-producing  inunigrants.  That  is  an  evil  that,  perhaps,  his- 
tory will  nnd  to  have  been  the  ultimate  cause  of  Mexico's  miseries. 
We,  however,  had  the  immigrants,  the  capital,  and  a  most  urgent 
need  for  all  the  goods  that  capital  and  labor  could  combme  to  pro- 
duce. Thus  the  last  third  of  the  nineteenth  centurv  was  one  oi  as- 
similation and  adjustment— economic,  racial,  ancf  political.  The 
dawn  of  the  twentieth  century  foimd  us,  if  not  mature,  at  least  with 
more  accurate  perceptions  of  our  strength  and  of  our  possibilities. 

We  had  not  arrived  at  that  consciousness  of  national  purpose 
requisite  to  play  a  distinctive  and  national  part  in  international  com- 
merce. Neither  had  we  that  business  discipline  which  characterized 
the  older  nations,  a  discipline  that  enablea  their  financial  and  com- 
mercial cohorts  to  break  ranks  and  take  new  formations  with  all  the 
placidity  and  adaptability  of  well-trained  soldiers.  A  self  reliance 
enabled  them  to  resist  attacks  whether  real  or,  what  is  more  danger- 
ous, fancied — attacks  of  panic  and  loss  of  confidence.  For  that 
matter  I  am  not  sure  that,  half  a  generation  later,  we  have  these 
excellent  and  desirable  quaUties  yet ;  but  at  least  we  nave  stood  some 
shocks,  we  are  getting  our  experience,  and  we  are  likely  to  get  a  great 
deal  more  before  long.  Our  laws,  too.  were  developed  to  prevent 
combinations  to  extort  prices  from  the  aomestic  consumers,  but  these 
very  prohibitions  against  combinations  cripple  our  exporters  when 
brougnt  in  competition  with  those  of  foreign  countries  where  combina- 
tions are  not  only  permitted  but  encouraged.  But  in  spite  of  our 
manifest  inferiority  in  many  respects  at  the  opening  of  tne  century 
we  launched  out  into  foreign  trade.  And  among  tne  markets  that 
presented  themselves  to  us  was  the  one  in  which  we  are  chiefly 
interested  to-night,  Latin  America.  Here  was  and  is  still  an  obvious 
opening.  Broadly  speaking,  Latin  America  is  one  of  the  new  quar- 
ters of  the  world.    It  has  an  older  culture  than  ours  and  it  would  be 
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to  our  advantage  to  study  the  systems  of  thought  and  law  and  other 
things  that  coxmt  in  life  that  dominate  in  Spanish  and  Portuguese 
America.  Nevertheless,  for  lack  of  econonuc  pressure  and,  until 
quite  recently,  of  inmiigration  and  because  of  tne  enormous  extent 
of  natural  resources,  there  has  been  no  general  mastery  and  develop- 
ment of  those  resources.  In  most  Latin-American  countries  tne 
people  to-day  are  merely  living  on  the  fringe  of  the  country,  so  far 
as  tne  natural  wealth  and  possibiUties  of  the  country  are  concerned. 
The  vast  contment  of  South  America  and  the  by  no  means  incon- 
siderable territory  of  Central  America — nor  ought  we  to  forget  the 
Latin  West  Indies — offer  an  inviting  market  for  the  widest  possible 
variety  of  our  products  and  indeed  for  products  of  which  we  have  yet 
produced  no  respectable  quantity  for  purposes  of  export.  The  chief 
demand  in  all  the  Latin  countries  is  for  what  we  may  call  medid 

f products — that  is  to  say,  for  those  thin^  that  are  directly  necessary 
or  the  protection  of  native  raw  materials.  Thus  everything  that 
enters  into  the  development  of  railways  and  transportation  faciUties 
generally  is  an  absolute  necessity  for  every  Latin-American  country, 
whenever  it  sets  out  to  develop  its  resources  one  stage  further  than 
that  which  it  has  reached.  That  surely  should  be  a  significant  fact 
for  the  people  of  this  countrv.  They  might  long  ago  have  taken 
vigorous  steps  to  associate  in  tne  Latin-American  mind  all  that  is  new 
and  compreheasive  in  railroad  expansion  and  railroad  facihties  with 
American  capital  and  American  exporters.  If  we  could  have  to 
our  credit  the  completion  of  the  Pan  American  Railway,  which  is  the 
great  inter-American  railway  connecting  Argentina  ana  the  L^nited 
States  with  many  national  railway  systems  constituting  its  respec- 
tive sections,  I  have  no  doubt  whatever  that  we  should  impress  the 
Latin-American  business  man  with  our  abihtjr  to  do  international 
things  in  a  big  way  and  with  our  reputed  eflBciency  even  more  than 
we  have  impressed  him  with  the  Panama  Canal.  At  present  the  rail- 
roads of  Argentina  are  owned  in  England  and  I  noted  with  interest 
that  the  locomotives  there  had  been  made  in  Leeds.  In  Brazil 
I  observed  that  only  a  small  part  of  the  roUing  stock  came  from  the 
United  States,  and  in  Chile  I  noted  a  few  specimens  from  the  Baldwin 
works,  but  for  the  most  part  the  roUing  stock  came  from  England  or 
the  Continent  of  Europe.  As  in  railroad  development  so  in  the  in- 
dustries dependent  upon  the  production  of  power;  everywhere  power 
houses  are  being  constructea  in  Latin  America  in  connection  with 
municipal  enterprises  or  the  activities  of  pubhc-service  corporations. 
The  machinery  and,  equally  important,  the  fuel  have  largely  to  be 
supphed  from  abroad.  The  South  American  Continent  has  disclosed 
but  little  fuel  except  perhaps  Argentina's  recently  discovered 
petroleum  and  the  Colombian  and  Peruvian  oil  wells,  both  of  which 
fields  have  not  jet  reached  an  advanced  stage  of  development,  and 
a  certain  quantity  of  coal  in  the  southern  part  of  Chile. 

Then,  too,  there  is  a  demand  for  manufactured  articles  of  every 
possible  and  imaginable  type,  and,  above  all,  those  which  have  to  do 
with  agriculture.  Uruguay,  southern  Brazil,  and  Argentina  form 
one  of  the  great  wheat  regions  of  the  world;  the  demand  for  sugar 
machinery  is  growing  constantly  in  the  tropical  sections  of  the  conti- 
nent; ana  the  Brazihan  cotton  market  is  going  to  take  its  place  some 
day  beside  that  of  our  own  South  and  of  Eigypt.  Then,  too,  all  the 
hixurious  accompaniments  of  refined  taste  are  in  demand,  and  these 
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tastes  in  Latin  America  are  in  a  remarkable  degree  to  be  found  every* 
where  and  in  no  way  inferior  to  those  which  characterise  the  greatest 
capitals  of  the  world.  The  Latin  American  even  of  moderate  stand- 
ing enjoys  a  cultivated  acquaintance  with  the  fine  things  of  Europe— 
with  European  literature  and  drama,  with  the  finest  costumes  that 
Paris  and  London  can  produce — a  familiaritv  that  is,  indeed,  rare  in 
the  United  States.  And  I  have  mentioned  nere  only  the  superficial 
things,  for  the  Latin  American,  especjaUv  if  a  professional  man,  is 
closely  in  touch  with  all  that  goes  on  in  the  European  centers  of  his 
profession;  he  has  the  latest  law  books  from  Paris,  the  latest  scien* 
tific  instruments  from  Germany,  and  is  constantly  alive  to  all  the 
intellectual  currents  of  Europe.  This  intimacy  between  Latin 
Ajnerica  and  Europe  is  botmd  to  create  a  strong  demand  throughout 
Central  and  South  America  for  articles  of  refinement  and  culture 
and  to  create  there  at  least  as  excellent  a  market  as  we  have  in  our 
own  country  for  those  whose  business  it  is  to  supplv  such  markets. 

What  has  Latin  America  to  give  in  return  for  these  by  no  means 
inconsiderable  demands  that  she  makes  upon  the  rest  of  the  world  I 
She  can  give  raw  products,  and  those  alone.  Grain,  fruit,  meat, 
coffee,  wool,  hides,  fine  woods  and  dyewoods,  rubber,  precious 
metals,  and  industrial  minerals.  These  are  the  things  that  Latin 
America  has  and  which  she  proposes  to  exchange  either  for  tools 
with  which  to  get  further  supphes  of  raw  material  or  for  objects 
requisite  to  the  ordinary  carrymg  on  of  a  highly  organized  and  com- 
plex social  system.  In  any  one  of  the  materials  that  I  have  men* 
tioned  Latin  America  seems  to  possess  an  inexhaustible  supply,  and 
her  capacity  to  meet  the  growing  requirements  of  the  rest  of  the 
world  lor  these  things  would  appear  to  reach  as  far  as  human  vision 
can  foretell.  In  proportion  as  the  necessities  of  transportation  are 
met  and  the  difficulties  of  extracting  and  preparing  for  shipment  or 
even  for  manufacture  on  the  spot  of  these  raw  products,  the  eco- 
nomic wealth  of  Central  and  South  America  will  loom  larger  and 
larger  in  the  eyes  of  international  economists. 

Let  us  see  brieffy  how  these  things  balance  and  what  condition  will 
result.  So  far  as  Latin  America  has  been  developed  to  this  sta^  she 
owes  it  pretty  much  wholly  to  Europe.  Europe  carried  Central  and 
South  America  as  Europe  long  earned  the  United  States.  Isn't  it 
rather  recently  that  we  ceas^  to  be  a  debtor  nation  ourselves  t 
To-day,  except  possibly  for  one  or  two  Central  American  Republics, 
the  Latin- American  world  is  dominated  bjr  Europe  finanddly  and 
commercially.  The  investments  of  Great  Britain  alone  are  reaJly  pro- 
digious, amoimting  to  fifty-one  hundred  millions  of  our  money  in  pub- 
lic loans,  national  or  local,  in  pubhc-service  corporations,  and  in  bank- 
ing and  transportation.  To  some  extent  the  vast  trade  that  Great 
Britain  enioys  with  Latin  America  is  nothing  more  than  disguised  inter- 
est upon  tnese  great  investments.  Great  Britain  has  come  to  depend 
upon  the  food  products  of  Latin  America  to  such  an  extent  that  her 
subsidized  shipping  lines,  which  have  to  maintain  a  continuous  stream 
of  food-bearing  vessels  from  Argentina  and  Uru^ay  to  England,  have 
always  been  willing  to  reduce  the  outgoing  freight  rates  even  below 
actual  cost,  in  order  not  to  have  the  ooats  which  necessarily  must 
return  to  South  America  go  out  empty.  That,  perhaps,  is  the  secret 
why  the  exporter  from  the  United  States  has  oiten  found  it  cheaper 
to  send  his  goods  to  Southampton  for  transmission  to  Latin  Amenca 
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than  to  send  them  direct  from  Boston  or  New  York.    This  is  a  thing 
that  we  must  overcome. 

Moreover,  European  banks  have  been  in  South  America  in  some 
cases  for  nearly  a  century,  and  they  have  been  very  strongly  estab- 
lished for  over  a  half  century.  These  banks  are  reaay  to  give  credit, 
and  they  are  so  closely  alliea  with  the  merchant  that  they  are  always 
willing  to  back  him  up  and  enable  him  to  sell  credit,  although  his  mam 
business  is  to  sell  merchandise  and  not  credit.  The  power  of  these 
European  financial  institutions  is  soon  reaUzed  by  any  man  who  seeks 
to  enter  a  Latin-American  market,  and  he  is  indeed  grateful  for  the 
initiative  and  enterprise  that  has  characterized  the  pohcy  of  one  of 
our  0«at  national  oanks  now  opening  branches  throughout  Central 
and  South  America. 

This  South  American  market  is  inviting  but  we  have  to  work 
fairly  hard  in  order  to  earn  our  share  therein.  I  have  just  mentioned 
in  passing  the  constructive  poUcy  of  a  financial  institution  in  this 
country;  out,  of  coiu^e,  we  ought  not  to  expect  one  bank  to  do  it  all. 
More  banks  have  got  to  cooperate  in  handnng  our  business  for  us  in 
Latin  America,  and  now  that  the  Federal  reserve  act  has  been 
amended  banks  may  combine  to  open  joint  branches  anywhere  in 
Latin  America.  Similar  facihty  for  cooperation  is  afforded  the 
business  man  by  the  so-called  Webb  bill.  This  act  will  permit  the 
joint  operation  by  United  States  firms  of  foreign  selling  agencies, 
and  thus  what  has  proved  a  most  effective  machine  in  the  hands  of 
European  business  men  will  be  available  to  our  business  men.  This 
bUl  is  now  before  Congress  and  we  have  every  reason  to  hope  that  it 
will  be  passed.  We  nope  also  for  more  intelligent  and  consistent 
support  from  the  business  men  and  from  the  law3^ers  for  the  work 
that  the  International  High  Commission  is  doing  in  the  direction 
of  simplifying  and  hberaUzing  the  principles  of  commercial  law  as 
between  tne  Latin  American  republics  and  the  United  States.  This 
commission,  growing  out  of  the  First  Pan  American  Financial  Con- 
ference, held  in  Washington  last  year,  like  many  other  beneficial 
results  of  that  conference,  served  greatly  to  promote  closer  financial 
and  commercial  relations  between  South  and  riorth  America.  Other 
means  of  improving  our  abihty  to  meet  the  European  competitor  on 
something  hKe  equal  terms  will  be  the  study  of  Latin  American  law  in 
our  lawschools.  In  this  way,  many  members  of  the  bar  will  have,  for 
a  time  at  least,  close  contact  with  Latin  American  legal  thought 
that  will  enable  them  in  later  practice  effectively  and  inteUigently  to 
advise  business  men.  Similarly,  our  schools  must  teach  Spamsh. 
It  would  be,  in  my  opinion,  an  excellent  step  if  a  practical  knowledge 
of  Spanish  based  on  at  least  two  years'  stuay  were  demanded  of  each 
CTaouate  of  any  of  our  high  schools,  and  if  a  similar  knowledge  of 
Fortuguese  as  well  were  obtainable  in  our  high  schools  of  conamerce. 
I  thii^  that  the  city  club  might  very  well  charge  itself  with  the 
responsibihty  of  seeing  that  the  Boston  High  School  of  Commerce 
be  prepared  to  offer  such  facilities. 

'rtiere  is  one  group  of  bankers  to  whom  especially  we  must  look  for 
assistance  in  bmlding  up  our  Latin  American  trade.  The  wilUngness 
of  the  investment  bankers  to  tie  up  money  in  Latin  America  for  a 
long  period  will  determine  to  some  considerable  extent  the  demand 
in  Latin  America  for  our  products.  Many  mvestraents  exist  in  South 
American  enterprises  of  long  standing,  which  are  most  conservative 
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in  ch&ractfr.    On  arcount  of  the  scarcity  of  mooey  in  South  America 
their  income  return  is  flubstantially  higher  than  investJiiente  of  equal 
Btrcngth  in  thisi  country.     Theee  mivtt  be  investigated  and  pUced 
before  the  people  of  this  country.     There  are  many  other  detuk  of 
this  sort  that  1  could  mention,  including  the  necessity  of  deliberately 
creating  here  a  dependable  market  for  the  other  raw  producls  of 
Latin  America  than  those  we  normally  consume,  even  though  such 
a  market  be  momentarily  unprofitable.     There  is  one  thing  in  par- 
ticular that  I  wish  in  closing  to  impress  upon  all  as  a  vital  necessity 
and  that  is  the  reahzation  that  busmess  in  Latin  America  is  normaUT 
done  on  the  basis  of  the  9(Mlay  nol«,  and  not  on  the  basis  of  &  cash 
check.    This  ia  a  situation  that  may  be  overcome  in  time,  but  for  a 
good  while  it  will  exist,  and  wo  must  adjust  ourselves  to  it. 

We  merely  want  our  share  of  Latin  American  trade,  and  none  of 
us — I  know  that  I  can  speak  for  the  business  men  of  the  United  States 
as  a  whole — wishes  to  elbow  our  European  friends  out  of  South 
America.  We  simply  hope  and  intend  that  we  shall  not  be  obli^ 
to  pay  toll  to  Europe  for  doing  our  banking  or  shipping  business; 
«'e  liopo  to  carry  our  own  goods  and  our  own  mails,  and  even  if  we 
did  nothing  more  than  raise  our  national  prestige  thereby  we  would 
offset  any  other  los^.  But  we  also  wish  to  impress  upon  busines!* 
men  of  Ajnerica  thereby  the  necessity  of  national  action  and  coopera- 
tion. 

Tliere  is  even  a  sentimental  advantage  in  making  our  merchant 
flag  again  familiar  in  the  South  Atlantic,  the  South  Pacific,  and 
Caribbean.  After  all,  isn't  it  true  that  trade  is  the  practical  moulder 
of  political  and  social  bonds'  Doesn't  experience  show  that  the 
clear  interest  of  a  people  or  group  of  peoples  will  very  often  shape 
the  development  oithoir  national  ideals^  Latin  America  as  a  whole 
is  closer  to  Europe  than  it  ia  to  us;  nevertheless,  all  the  American 
peoples  have  a  commimity  of  ]>oliticftl  ideals.  Our  governments 
are  in  every  instance  dedicated  to  self  government  and  to  peace. 
Tlie  peoples  of  these  groat  republics  shoula  know  each  other,  and  by 
such  knowledge  gain  confidence  and  power  of  cooperation.  They 
should  stan<l  united  to  preserve  and  carry  on  the  ideals  of  freedom 
and  self-government  No  patronizinir,  condescending  leadership 
is  implied  in  any  pro-am  of  this  sort,  but  a  willingness  to  work 
tof^etlier,  each  doing  its  full  share.  To  do  our  full  share  we  should 
strive  to  licveloi)  our  trade  with  them  as  soundly  and  fully  as  possible 
so  as  to  strengttien  the  economic  independence  oi  the  Western  Hemi- 
sphere. 
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HNANCING 

OUR  EXPORT  AND 

IMPORT  TRADE 


"Lei  us  see  that  foi  every 
dollar  taken  from  the  people's 
pocket  it  shall  be  possible  to 
obtain  a  dollar's  worth  of  the 
sound  stuffs  they  need." 

— WOODROW  WILSON 
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FINANCING  OUR  EXPORT 
AND  IMPORT  TRADE 

The  National  Foreign  Trade  Council  says : 


"Increase  the  national  welfare  and 
wealth  by  greater  facilities  for  the  expor- 
tation of  American  products  and  for  the 
importation  of  articles  indispensable  to 
American  life  and  industry." 


Honorable  David  Lloyd  George  recently  seiid: 


"In  the  absence  of  exchange  facilities, 
goods  can  neither  be  imported  nor  ex- 
ported in  any  appreciable  quantity." 


It  is  apparent,  therefore,  that  to  properly  conduct  its 
foreign  trade,  a  nation  must  have  adequate  foreign  ex- 
change banking  facilities. 

Has  the  United  States  today  the  facilities  necessary 
for  carrying  on  its  enormous  foreign  trade?  Govern- 
ment statistics  show  the  total  value  of  the  foreign  trade 
of  the  United  States  for  the  fiscal  year  ending  June  30, 
1917,  to  be  $8,953,530,240,  represented  by  $2,659,- 
350,685  worth  of  imparts  and  $6.294.1 79,555  worth  of 
exports.  The  balance  of  trade  in  favor  of  this  country, 
therefore,  amounted  to  $3,634,826,870,  a  figure  never 
before  reached  in  the  history  of  this  nation. 

To  the  excess  of  exports  over  imports  should  also  be 
added  the  enormous  interest  charges  that  foreign  nations 
are  today  paying  to  the  United  States  Government, 
oankn^,  and  investors;  and  also  the  enormous  sums 
necessary  to  sustain  the  organizations  that  are  today 
maintained  by  foreign  governments  in  the  United  States. 

Every  import  and  export  transaction  which  formed  a 
part  of  this  enormous  foreign  trade  had  to  be  cleared 


through  some  Foreign  Exchange  Banking  House  in  the 
United  States. 

The  National  Banks  of  this  country  are  the  arteries 
through  which  should  flow  the  financial  transactions  in- 
volved in  our  vast  exports  and  imports.  National  Banks 
in  practically  all  the  large  cities  are  today  without  any 
Foreign  Banking  facilities,  and  are  not  in  a  position  to 
take  care  of  the  importer  or  exporter  who  must  trans- 
act all  his  Foreign  Exchange  Banking  through  the  very 
few  National  Banks  that  have  Foreign  Elxchange  De- 
partments, or  through  trust  companies  or  private  insti- 
tutions that  practically  monopolize  this  enormous 
business. 

IMPORT  TRANSACTIONS 

There  is  hardly  a  city  in  the  United  States  with  a 
population  of  500,000  or  under  which  has  a  National 
Bank  with  a  Foreign  Exchange  Department.  All  mer- 
chants located  in  such  cities,  engaged  in  an  import  or 
export  business  of  any  kind,  are  obliged  to  transact  their 
Foreign  Exchange  business  through  approximately  a 
dozen  large  banking  houses  in  New  York  City. 

The  procedure  in  the  importation  of  commodities 
should  be  as  follows :  An  American  importer  requiring 
a  commodity  from  Norway,  for  instance,  applies  to  his 
bank  for  a  Letter  of  Credit  authorizing  the  merchant  in 
Norway  to  draw  on  the  Bank  in  America  either  at  sight, 
sixty  or  ninety  days,  or  whatever  the  terms  of  sale  may 
be,  such  draft  to  be  accompanied  by  shipping  docu- 
ments. The  Bank  in  America  issuing  the  Letter  of 
Credit  authorizes  the  merchant  in  Norway  to  draw  in 
accordance  with  the  terms  of  sale,  and  agrees  to  accept 
and  pay  upon  maturity  any  drafts  drawn  against  sudi 
credit,  provided  shipment  was  made  in  accordance  with 
the  terms  specified  in  the  Letter  of  Credit. 

When  the  draft,  accompanied  by  the  shipping  docu- 
m^ts,  reaches  the  bank  that  issued  the  credit,  if  it  be 
a  sight  draft,  the  bank  simply  pays  the  money  over  the 
counter  and  charges  same  to  the  account  of  the  importer. 
If  it  be  a  sixty  or  ninety  day  draft,  the  bank  accepts  such 
a  draft  and  will  pay  same  over  the  counter  at  maturity. 
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In  turn  the  bank  delivers  the  shipping  documents  to  the 
importer  and  takes  the  obligation  of  the  importer  in  the 
form  of  a  trust  receipt  for  the  goods,  which  also  b  an 
assurance  on  the  part  of  the  importer  to  meet  the  draft 
when  it  becomes  due. 

This  operation  enables  the  importer  to  buy  his  com- 
modities from  abroad  at  the  lowest  possible  price,  for 
the  reason  that  he  does  not  impose  a  credit  risk  of  any 
kind  upon  the  seller  abroad.  Furthermore,  the  seller 
abroad  is  placed  in  a  position  whereby  just  as  soon  as  he 
makes  shipment  he  can  immediately  obtain  the  cash 
from  his  bank  by  allowing  a  very  small  discount  to  cover 
interest  charges  until  the  maturity  of  the  draft  if  the 
draft  should  be  a  time  draft,  or  a  little  interest  until  the 
collection  of  the  draft  if  it  be  a  sight  draft. 

EXPORT  TRANSACTIONS 
The  reverse  of  this  operation  should  be  necessary  for 
an  American  merchant  exporting  goods.  The  buyer 
abroad  through  his  own  bank,  establishes  a  sight,  sixty 
or  ninety  day  credit,  and  the  American  exporter  imme- 
diately upon  making  shipment,  can  take  the  shipping 
documents,  accompianied  by  a  draft  drawn  on  the  bank 
alnoad,  to  an  American  bank  and  immediately  obtain 
cash  by  paying  a  small  discount  charge.  He  is,  there* 
fore,  in  a  position  to  sell  his  goods  at  a  lower  price  for 
the  reason  that  there  is  practically  no  credit  risk  of  any 
kind  involved  in  the  transaction,  and,  furthermore,  it 
makes  immediate  cash  available  to  the  merchant  engaged 
in  such  transactions,  so  that  he  can  make  more  turn- 
overs with  his  own  capital. 

It  is  very  important  to  the  welfare  and  industry  of 
the  United  States  that  all  these  transactions  be  handled 
by  local  National  Banks  who  know  the  standing  of  the 
local  exporters  or  importers  euid  would  be  in  a  better 
position  to  judge  of  the  limitations  upon  credits  of  this 
kind  that  should  be  extended  to  such  exporters  or  im- 
porters. National  Banks  in  Baltimore,  National  Banks 
in  St.  Louis  and  National  Banks  in  Cincinnati  are  in  a 
very  much  better  position  to  extend  facilities  of  this 


kind  to  the  importer  or  exporter  located  in  Balti- 
moret  St.  Louis  and  Cincinnati  through  more  intimate 
knowledge  of  the  importer's  or  exporter's  condition. 

VALUE  OF  CREDIT  IN  EXCHANGE 

Ris^t  Hon.  Viscount  Goschen,  formerly  Governor 
of  the  Bank  of  England,  writing  upon  the  credit  of 
drawers  and  acceptors  of  bills,  says : 


"The  extent  to  which  the  solvency  and 
credit  of  the  drawer,  as  well  as  of  the  ac- 
ceptor, of  a  bill,  a£Fects  the  value  of  that 
bill,  and  consequently  the  rate  of  ex- 
change at  which  it  will  sell,  does  not  re- 
quire much  elucidation.  Firms  of  first- 
rate  standing  are  said,  in  technical  lan- 
guage, to  *make  the  best  exchanges.'  The 
price  which  is  paid  to  a  merchant  of  un- 
doubted position  for  his  sixty  days*  sight 
bill  on  a  foreign  country  will  be  higher 
than  that  which  is  granted  for  a  second- 
rate  bill  on  the  same  place.  The  pur- 
chasers of  bills  must  be  induced,  by  a  con- 
cession in  price,  to  take  an  article  of 
inferior  security.  They  must  be  indemni- 
fied for  the  greater  risk. 

"Credit  is  a  very  important  element  to 
be  considered  in  the  rate  of  exchange ;  and 
so  notorious  is  this  amongst  those  engaged 
in  international  trade  that  the  price  at 
which  exporting  houses  can  sell  their  for- 
eign bills  is  looked  upon  as  an  unerring 
test  of  the  credit  which  they  enjoy  among 
their  neighbors.  Thus  credit  causes  a  dif- 
ference in  the  value  even  of  such  foreign 
bills  as  aie  drawn  on  the  same  day,  ren- 
dering it  difficult  to  give  any  exact  or  defi- 
nite quotation  of  the  price  of  long-dated 
paper." 
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The  importance  of  dealing  through  local  banks,  there- 
fore, is  apparent.  Better  facilities  would  be  provided  and 
a  very  much  larger  export  and  import  business  would 
result.  Facilities  of  this  character  would  also  help  to 
develop  large  industries  and  have  these  industries  scat- 
tMed  throughout  the  United  States,  instead  of  central- 
izing them,  owing  to  the  lack  of  Foreign  Exchange 
facilities  in  cities  other  than  New  York. 

There  should  be  a  central  Foreign  Exchange  Banking 
institution  through  which  all  these  transactions  would 
naturally  flow — an  institution  that  would  be  in  a  posi- 
tion to  rediscount  at  a  very  low  rate  of  interest  all 
legitimate  bankers'  acceptances  issued  on  behalf  of  the 
merchant,  based  upon  the  importation  and  exportation 
of  commodities. 


LARGE  CAPITALIZATIONS  ABROAD 

When  leading  National  Banks  were  asked  the  reason 
why  they  have  not  established  a  Foreign  Exchange  De- 
partment,  their  reply  was  prompt  that  their  customers' 
needs  were  not  sufficiently  large  for  them  to  install  a 
department  which  must  net:essitate  a  separate  organiza- 
tion. That  is  true  in  some  sense  of  the  word  under  pres- 
ent conditions,  when  merchants  banking  in  the  biggest 
National  Banks  throughout  the  country  are  obliged  to 
transact  all  their  Foreign  Ejichange  business  through 
some  New  York  institution. 

Today  even  National  Banks  in  the  United  States  with 
a  capital  of  one  million  dollars  cannot  have  their  Letters 
of  Credit  recognized  for  the  reason  that  abroad  they  are 
accustomed  to  very  much  larger  capitalizations  in  bank- 
ing houses  than  we  are  in  the  United  States,  a»  abroad 
the  banking  business  is  operated  on  the  branch  basis. 

As  a  matter  of  fact,  every  bank  of  any  consequence 
alnx>ad  does  not  maintain  a  Foreign  Exchange  E>epart- 
ment,  but  transacts  Foreign  Exchange  business  of  every 
character.  In  other  words,  evory  bank  of  any  conse- 
quence abroad  is  a  Foreign  Exchange  Bank  in  the  fullest 
sense  of  the  word.     Most  of  their  revenue  is  derived 


from  and  the  greatest  part  of  their  business  consists  of 
the  financing  of  exports  and  imports. 

For  instance,  the  London  City  and  Midland  Bank, 
with  $900,000,000  resources,  has  a  thousand  branches 
scattered  throughout  England,  Wales,  etc.  The  same 
holds  true  of  institutions  in  other  lands.  They  all  have 
larger  capitals  and  larger  resources  more  centralized, 
and,  therefore,  they  look  upon  a  National  Bank  with 
but  a  mere  million  dollars  in  capital  as  not  sufficiently 
strong  to  deal  with.  It  is  just  there  that  a  central  Foreign 
Exchange  Department  in  a  Banking  System  which 
would  become  an  intermediary  for  7,3(M)  National  Banks 
of  the  United  States  would  render  its  greatest  service. 

COULD  FINANCE  ENTIRE  FOREIGN  TRADE 

Of  the  7.500  National  Banks  in  the  Federal  R^^ 
Banking  System,  only  about  25  have  a  Foreign  tx- 
change  Department.  The  total  capital  and  surplus  ot 
these  25  National  Banks  operating  Foreign  Exchange 
Departments  does  not  exceed  $250,000,000,  which 
means  that  so  feu*  as  establishing  or  accepting  credits  tor 
the  importer  or  exporter,  they  are  limited  to  the  amount 
of  only  $250,000,000  at  any  one  time. 

Considering  that  the  majority  of  these  credits  ^^^^j^ 
sixty  days,  the  accommodations  and  facilities  extended 
to  American  importers  and  exporters  by  these  *5 
National  Banks  cannot  exceed  $1 ,500,000,000  annually* 
leaving  a  balance  of  $7,500,000,000  which  must  be 
handled  by  trust  companies  and  private  banking  hous^ 
that  have  no  limitations  of  any  kind  and  can  accept  and 
engage  in  this  credit  selling  business  to  importers  or  ex- 
porters in  unlimited  sums. 

A  central  Foreign  Ejcchange  Department  in  the  Fed- 
eral Reserve  Banking  System  would  have  the  capital 
and  surplus  represented  by  7,500  member  banks  totaling 
about  $2,000,000,000,  and  could  easily  take  care  of  the 
financing  of  over  $9,000,000,000  worth  of  foreign  trade. 

AH  Foreign  Elxchange  operations  should  be  based 
upon  the  actual  importation  and  exportation  of  com- 
modities.   Commodities  exported  from  the  United  States 
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to  Norway  are  intended  to  establish  a  credit  balance  in 
Norway  to  be  drawn  against  first  by  the  American  im- 
porter bringing  commodities  from  Norway  into  the 
United  States;  the  remaining  balance  to  be  used  to 
equalize  debit  balances  in  other  countries.  It  is  also,  in 
a  good  many  instances,  balanced  with  shipments  of  gold. 

These  facts  in  themselves  are  sufficient  to  show  the 
inadequate  Foreign  Exchange  Banking  facilities  avail- 
able to  business  men  located  in  any  part  of  the  United 
States  outside  of  New  York  City. 

In  addition  to  these  facts,  however,  there  is  attached 
to  this  statement  a  book  containing  reproductions  of  a 
number  of  letters  addressed  to  the  Secretary  of  the 
Treasury,  from  various  sources,  which  show  conclus- 
ively that  adequate  Foreign  Exchange  Banking  facilities 
shouU  be  provided  by  the  United  States  Government 
at  the  earliest  possible  moment,  and  that  this  is  a  subject 
of  vital  National  importance  affecting  every  branch  of 
industrial  and  commercial  activity. 

DOLLAR  DEPRECIATION  AFFECTS  NECESSITIES 
Notwithstanding  the  tremendous  trade  balance  in  our 
favor  amounting  to  $3,634,828,870  for  the  fiscal  year 
ended  June  30th,  1917,  the  American  dollar  is  selling 
in  neutral  countries  at  a  discount  of  about  20  per 
cent.  This  means  that  the  American  purchasers  £md 
eventually  the  American  consumers  of  products  im- 
ported from  countries  Uke  Holland,  Sweden,  Norway, 
Switzerland,  Denmark,  Greece  and  Spain  receive  only 
about  80  cents  value  for  every  dolUu  expended.  The 
consumer  pays  not  only  the  20  per  cent,  exchange 
premium,  but  also  the  profit  on  this  exchange  charge  to 
the  importer,  jobber  and  retailer,  so  that  the  charges  are 
nearly  doubled  before  the  transaction  is  finally  com- 
pleted. 

Many  persons  labor  under  the  mistaken  and  erroneous 
impression  that  luxuries  only  are  imix>rted,  not  realiz- 
ing that  many  of  the  everyday  necessities  of  life  come 
from  foreign  lands. 

Coffee,  tea,  cocoa,  sugar,  spices,   oUve  oil,  olives. 


mackerel,  herring,  sardines,  cheese,  various  other  food 
stuffs,  crude  and  manufactured  drugs,  chemicals,  and 
dyestuffs  are  but  a  few  of  the  commodities  whose  cost 
is  today  affected  by  the  inability  of  American  merchants 
to  obtain  full  value  for  our  dollar  in  foreign  countries. 

The  fact  should  not  be  lost  sight  of  that  the  importer 
or  distributor  of  these  articles  is  not  paying  for  this  de- 
preciation in  the  value  of  the  American  dollar,  but  the 
ultimate  consumer  who  today,  in  most  instances,  is  re- 
ceiving only  80  cents  worth  of  goods  for  every  dollar 
expended  in  his  purchases. 

TRADE  STATISTICS— VALUE  OF  DOLLAR 

The  following  table  shows  the  value  of  the  imports 
from  and  exports  to  a  few  neutral  countries  where  the 
dollar  is  selling  at  a  very  low  discount: 

Balance  in  Fairor 
Country  Exports  to  Imports  from    of  United  States 

Netherlands.  $109,504,109  $31,842,144  $77,661,965 

Noiway 82.017.054  7.I08.3I  I  74.908.743 

Spain 76,992.669  36.862.571  40.130.098 

Sweden 45.1 16.443  23.642.433  21.474,010 

Switzerland .  22.325.775  20.252.954  2.072,821 

Denmark. . .  56.728.524  2.001.963  54,726,561 

Greece 20,860.645  7,423.465  I3.437J80 

Below  are  the  Exchange  rates  of  neutral  countries 
showing  the  normal  rate,  the  quotation  of  August  first, 
and  the  loss  when  converting  the  American  dollar : 

Normal         Quotation 
Country  Rate  August    1st         Increase 

Spain 19.30  23  19% 

Sweden 26.80  33.60  25% 

Norway 26.80  31.25  l6%o% 

Denmark 26.80  30  I  \%o% 

Switzerland 5.15  4.51  13% 

Holland 40.25  42.25  4%.% 

EXPORTS  ADVERSELY  AFFECTED 

It  may  appear  that  imports  only  are  affected  by  this 
depreciation  of  the  American  dollar,  but  such  is  not  the 
case.    It  can  readily  be  seen  that  if  we  are  to  maintain 
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our  tremendous  export  trade  when  conditions  have  be- 
come normal  and  when  the  fierce  commercial  competi- 
tion from  foreign  nations  again  seta  in,  we  must  have 
every  legitimate  advantage  to  hold  our  position  in  the 
struggle.  We  cannot  maintain  this  position  unless  ade- 
quate Exchange  facilities  are  provided  for  the  merchant 
carrying  on  this  line  of  trade. 

In  the  absence  of  such  facilities  it  will  be  impossible 
for  an  American  manufacturer  to  quote  his  foreign  cus- 
tomers {mces  on  his  goods  that  will  enable  him  to  find 
a  ready  market  in  competition  with  the  products  of 
neighboring  nations.  The  exporter  at  present  receives 
no  material  gain  whatever  from  the  present  premiums 
•n  foreign  currencies.  On  the  other  hand,  the  ultimate 
effect  of  the  increEksed  cost  of  these  currencies  is  certain 
to  be  detrimental. 

For  instance,  a  Spzmish  importer  who  purchases  an 
American  knife  for  four  pesetas  at  the  present  value  of 
the  peseta,  vnl\  be  extremely  loathe  to  pay  five  pesetas 
for  the  same  article  when  the  peseta  returns  to  normal 
value.  This  is  especially  true  if  he  can  obtain  from  Eng- 
land or  some  other  country  a  knife  for  the  number  of 
pesetas  now  paid  for  the  American  knife. 

WHAT  FOREIGN  GOVERNMENTS  ARE  DOING 
The  National  Monetary  Commission  Report  entitled 
"The  Bank  of  France  and  Its  Relation  to  National  and 
International  Credit"  states: 


"The  greatest  treasury,  if  entrusted  to 
unskillful  hands,  could  not,  of  course, 
render  much  service,  and  vdiile  it  is  true 
to  say  that  our  holdings  are  in  themselves 
sufficient,  yet  much  depends  on  the  man- 
ner of  directing  their  advantageous  use. 

"To  be  convinced  of  this,  it  suffices  to 
remember  that  the  United  States  and 
France  have  reserves  about  equal,  as  far 
as  the  amount  is  concerned,  and  yet  their 
powers  of  resistance  are  quite  different." 


The  solicitude  cBiplayed  by  Great  Britain  in  protectiiig 
the  pound  sterling  ia  generally  known.  The  Right  Hon. 
Viscount  Goschen,  formerly  Governor  of  the  Bank  of 
England,  in  "The  Theory  of  the  Foreign  Exchange*,'* 
says: 


"But  comparatively  few,  even  of  leading 
bankers  and  merchants,  with  the  excep- 
tion of  those  who  are  exclusively  or  mainly 
engaged  in  international  transactions,  are 
as  conversant  with  the  subject  as  its  im- 
mense importance  deserves;  and  it  is 
thought  that  the  present  situation  of  mone- 
tary affairs,  in  which  the  Foreign  Ex- 
changes are  exercising  an  abnormal  and 
^traordinary  influence,  affords  a  peculiarly 
suitable  opportunity  for  a  discussion  which 
otherwise  might  be  considered  uninviting 
and  superfluous. 

"The  interest  and  commissions  w^hich 
are  still  paid  by  almost  every  country  to 
English  capitalists,  certainly  form  a  no- 
ticeable element  in  the  revenue  by  which 
England  is  enabled  to  discharge  her  enor- 
mous foreign  liabilities." 


The  French  Government  recently  appointed  a  Foreign 
Exchange  Commission  under  the  Presidency  of  Octave 
Homberg,  -v/ho  has  associated  with  him  representatives 
of  the  Bank  of  France  and  of  the  Ministries  of  Finance 
and  Commerce. 

A  recent  Italian  decree  provides  for  payment  of  Italian 
import  duties  in  gold  or  government  notes;  but  in  the 
latter  case  is  to  be  added  rate  of  Exchange  which  shall 
be  periodically  fixed  on  the  basis  of  Exchange  on  Paris, 
London,  Switzerland  and  New  York. 

The  French  Foreign  Exchange  Commission  has  al- 
ready prohibited  all  dealings  in  futures  and  also  elim- 
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inated  all  arbitrage  transactions,  confining  the  operation* 
of  all  bankers  in  Foreign  Elxchange  to  actual  commercial 
transactions. 

It  can  readily  be  seen,  therefore,  that  practically  all  of 
dw  fordlgn  governments  allied  with  ua  in  the  present 
struggle  for  democracy  and  freedom  Eure  protecting  the 
value  of  their  currencies  in  foreign  lands  and  adopting 
any  measures  that  may  be  required  to  carry  out  their 
plans. 

Furthermore,  England  and  France  are  using  the 
credits  obtained  from  loans  in  the  United  States  to  pay 
for  a  great  portion  of  their  purchases  in  neutral  coun- 
tries. Shall  the  United  States,  therefore,  which  has  be- 
come the  foremost  figure  in  the  nations  of  the  world,  sit 
idly  by  and  allow  its  dollar  to  be  dragged  to  the  level  it 
has  now  reached  in  foreign  countries? 

CONGRESS  HAS  ENACTED  LEGISLATION 

Congress  foresaw  the  necessity  for  government  facili' 
ties  to  enable  American  merchants  to  properly  negotiate 
their  foreign  trade  transactions,  and  by  Act  of  June 
21st,  191  7,  amended  the  Federal  Reserve  Act  to  read  as 
ft^ows: 


"Sec.  6.  That  Section  14  (sub-section 
E)  be  amended  cmd  re-enacted  so  as  to 
read  as  follows:  *To  establish  accounts 
with  other  Federal  Reserve  Banks  for  ex- 
change purposes,  and  with  the  consent  or 
upon  the  order  and  direction  of  the  Federal 
Reserve  Board  and  under  regulations  to 
be  prescribed  by  said  Board,  to  open  and 
maintain  accounts  in  foreign  countries, 
appoint  correspondents,  and  establish 
agencies  in  such  countries  wheresoever  it 
may  be  deemed  best  for  the  purpose  of 
purchasing,  selling  and  collecting  bills  of 
exchange,  and  to  buy  and  sell  with  or 
without  its  endorsement,  through  such  cor- 
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respondents  or  agencies,  bills  of  exchange 
(or  acceptances)  arising  out  of  actual 
commercial  transactions  which  have  not 
more  than  ninety  days  to  run,  exclusive 
of  days  of  grace,  and  which  bear  the  signa- 
ture of  two  or  more  responsible  parties.'  " 


The  basic  principles  of  foreign  exchange  are  simple. 
Money  plays  only  a  temporary  part  in  international 
transactions.  Money  is  simply  the  measure  of  goods 
that  have  been  produced  and  advanced  to  purchasers  at 
home  and  abroad,  and  in  the  end  must  be  converted  into 
goods  again  and  again. 

Banks  occupy,  in  the  financial  world,  the  position  held 
by  great  wholesalers  in  the  world  of  merchandising, 
llie  Federal  Reserve  Banking  System  should  be  the 
wholesaler  of  foreign  exchange  for  not  only  its  7,500 
member  banks  but  for  every  national  bank  and  private 
banking  house  and  trust  company  in  the  country. 

prcx:edure  under  central  system 

With  a  Foreign  Exchange  Department  in  the  Federal 
Reserve  Banking  System  the  following  routine  could  be 
established : 

An  importer  in  any  city  of  the  country  in  need  of 
commodities  from  abroad  would  apply  to  his  local 
National  Bank  for  a  credit  in  the  sum  necessary  to  cover 
the  cost  of  the  commodity  he  requires.  The  National 
Bank  would  either  apply  direct  to  the  Federal  Reserve 
Foreign  Exchange  Department  or  through  the  nearest 
Federal  Reserve  Bank,  which  would  make  application 
to  the  Federal  Reserve  Foreign  Exchange  Department  in 
New  York,  and  this  Foreign  Exchange  Department 
would  authorize  the  merchant  abroad  to  draw  at  sight 
or  sixty  or  ninety  days  on  the  local  National  Bank  to 
cover  the  amount  involved  in  the  transaction. 

If  the  credit  was  to  be  a  sight  draft,  the  Foreign  Ex- 
change Department  of  the  Federal  Reserve  Banking 
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System  wouUl  guarantee  the  payment  of  the  sight  draft 
drawn  against  such  credit;  if  the  transaction  was  to  be 
handled  on  a  sixty  or  ninety  day  draft  basis,  the  Federal 
Reserve  Foreign  Exchange  Department  would  guarantee 
to  discount  this  acceptance  at  a  nominal  rate  of  interest, 
so  that  the  merchant  abroad  shipping  goods  on  the  credit 
issued  by  the  local  National  Bank  would  be  in  a  position 
to  obtain  his  funds  from  his  own  bank  at  a  low  rate  of 
interest,  which  would  be  regulated,  of  course,  by  the  rate 
of  interest  that  the  Federal  Reserve  Foreign  Exchange 
Department  would  charge  for  cashing  these  items. 

The  Foreign  Exchange  Department  in  the  Federal 
Reserve  Banking  System  would,  of  course,  watch  the 
credits  of  every  National  Bank  applying  for  such  ac- 
commodations, and  would  grant  such  accommodations 
only  to  the  extent  of  their  legal  limitations. 

A  National  Bank  with  $100,000  capital  and  in  good 
standing  would  be  entitled  to  the  same  facilities  and 
service  as  a  bank  with  five  or  ten  million  dollars  capital. 
A  Foreign  Exchange  Department  in  the  Federal  Re- 
serve  Bemking  System,  therefore,  would  become  the 
Foreign  Exchange  Department  for  all  of  the  7,500  mem- 
ber banks  in  the  Federal  Reserve  Banking  System.  It 
would  be  very  economical  to  operate  such  a  Foreign 
Exchange  Defiartment  in  the  Federal  Reserve  Banking 
System,  as  that  Department  would  extend  its  facilities 
to  all  of  the  7,500  member  banks,  and  every  cashier  in 
every  one  of  the  7,500  member  banks  could  transact  all 
Foreign  Exchange  business  for  his  customers  wthout 
the  need  of  establishing  any  additional  organization  to 
handle  his  Foreign  Exchange  business. 

NOT  A  WAR  MEASURE 

Carrying  out  the  provisions  of  the  amendment  by 
Congress  to  the  Federal  Reserve  Act  would,  therefore, 
be  not  simply  the  adoption  of  a  temporary  war  meas- 
ure. Instead,  the  government  would  be  supplying  an 
omtsuon  and  a  deficiency  in  the  Federal  Reserve  Act. 
Already  the  government  had  seen  the  necessity  for  regu- 
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lating  Domestic  Exckanget  and  in  the  plan  put  into  op- 
eration about  one  year  ago,  provided  the  machinery 
necessary  to  make  the  dollar  in  San  Francisco  or  Chicago 
worth  a  dollar  in  New  York  or  New  Orleans.  It  still  re- 
mains, however,  for  the  government  to  protect  the  value 
of  the  American  dollar  in  foreign  countries,  and  this 
power  has  been  placed  in  its  hands  by  the  Act  of  Con- 
gress referred  to  above. 

By  making  use  of  this  power  the  United  States  Gov- 
ernment will  be  merely  following  in  the  footsteps  of 
our  allies,  who  have  already  taken  the  measures  neces^ 
sary  to  protect  their  currencies.  Unless  this  action  is 
taken  and  taken  promptly,  it  vrill  be  a  matter  of  months 
only  when  the  tremendous  foreign  trade  of  this  country 
which  American  merchants  have  labored  so  diligently 
to  build  up  and  which  has  been  fostered  and  encouraged 
by  the  expenditure  of  vast  sums  of  money  by  the  United 
States  Government,  will  be  tremendously  curtailed  and 
impaired  on  account  of  sheer  inability  of  American  mer- 
chants to  properly  conduct  their  Foreign  Exchange  trans- 
actions. 

The  United  States  now  has  capital  to  lend.  It  is  a 
creditor  instead  of  a  debtor  nation,  and  the  American 
dollar  is  becoming  as  important  a  unit  of  international 
exchange  as  the  pound  sterling.  It  is  the  beginning  of 
a  new  era  in  the  economic  history  of  the  United  States. 

SYSTEM  WOULD  STIMULATE  FOREIGN  TRADE 

V 

^  The  establishment  of  a  Foreign  Elxchange  Bureau  in 

the  Federal  Reserve  Banking  System,  therefore,  would 
extend  the  Foreign  Exchange  Banking  facilities  to  all  of 
the  7,500  member  banks,  and  the  merchant  located  in 
Boston,  Chicago,  St.  Louis,  New  Orleans,  San  Francisco 
or  any  other  city  in  the  United  States  would  have  at  his 
disposal,  through  the  medium  of  the  local  National 
Bank  with  which  he  deals,  the  proper  facilities  for  financ- 
ing his  foreign  trade. 

Such  a  central  clearing  house  would  not  only  furnish 
merchants  located  in  various  parts  of  the  country  the 
facilities  necessary  for  carrying  on  their  own  business, 
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but  its  operatioiis  would  extend  even  further.  For  in- 
stance, a  man  in  St.  Louis  making  a  shipment  to  Norway 
would  furnish,  through  the  medium  of  the  Foreign  Ex- 
change  Department  of  the  Federal  Reserve  Banking 
System,  the  means  by  which  a  Boston  importer  of  com- 
modities from  the  European  country  could  make  pay- 
ment in  settlement  of  same. 

Therefore,  such  a  system  would  not  only  stabilize  our 
present  foreign  trade,  but  would  be  an  inducement  to 
many  manufacturers  to  seek  a  foreign  outlet  for  their 
products,  which  they  are  at  present  loathe  to  do  because 
of  their  inexperience  in  foreign  trade,  the  uncertainty  of 
business,  and  especially  the  inadequate  banking  facili- 
ties for  carrying  on  this  work. 

BENEFITS  UNDER  SYSTEM  ADVOCATED 

The  benefits  to  be  derived  from  the  establishment  of 
a  Foreign  Exchange  Department  in  the  Federal  Reserve 
Banking  System  may  be  summarized  as  follows: 

I  St.  Every  member  bcmk  in  the  System  would  be 
in  a  position  to  extend  to  its  customers  facilities  for 
carrying  on  a  foreign  trade,  and  the  American  mer- 
chant, therefore,  would  be  in  a  position  to  transact 
his  business  with  his  ovra  local  bank. 

2nd.  It  would  release  the  total  capital  and  surplus 
of  the  combined  member  banks  of  the  Federal  Reserve 
Banking  System,  approximating  $3,000,000,000.  so 
that  the  entire  foreign  trade  of  the  United  States, 
totaling  nearly  $9,000,000,000  for  the  last  fiscal  year, 
could  be  easily  and  expeditiously  handled  through  the 
member  banks  of  the  Federal  Reserve  Banking 
System. 

3rd.  The  Federal  Reserve  Banks  would  be  in  a 
position  to  purchase  an  unlimited  supply  of  bankers' 
acceptances.  This  would  not  only  be  profitable  to 
the  member  banks  themselves,  but  would  also  have 
a  very  stimulating  effect  upon  the  development  of  the 
commercial  interests  of  the  country  as  a  whole. 
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4th.  The  United  States  Government  is  todLay 
making  enormous  loans  to  our  allies,  and  those 
nations  are  using  their  American  credits  to  pay  for 
their  purchases  in  neutral  countries.  It  vrould  be 
possible,  under  the  system  advocated,  to  provide  for 
the  use  of  these  loans  to  our  allies  in  a  maimer  vrhich 
would  not  lead  to  the  depreciation  of  the  American 
dollar  in  foreign  lands,  instead  of  leaving  the  matter 
to  take  its  own  course,  as  at  present. 

5th.  The  establishment  of  such  a  department  would 
to  a  great  extent  eliminate  all  speculative  dealings  in 
Foreign  Exchange,  and  practically  all  operations 
would  be  limited  to  actual  commercial  transactions 
based  upon  the  importation  and  exportation  of  com- 
modities or  securities. 

In  conclusion,  it  is  obvious  that  through  the  establish- 
ment of  such  a  Foreign  Exchange  clearing  house  for  the 
entire  United  States  all  debits  and  credits  arising  out  of 
legitimate  foreign  trade  could  be  expeditiously  checked 
against  each  other  at  par,  after  the  manner  of  clearing 
checks  between  banks  now  practised  in  every  city  in  the 
United  States.  Whatever  balances  in  favor  of  one  na- 
tion or  another  might  develop  from  time  to  time  could 
then  be  settled  in  gold  or  by  the  establishment  of  gov- 
ernmental credits,  and  in  this  way  the  entire  foreign 
trade  of  the  United  States  could  be  reduced  to  the  actual 
barter  basis — goods  for  goods — ^which  in  the  last  analysis 
all  trade  really  is. 


All  the  facts  set  forth  in  this  booklet  were  compiled 
by  financial  and  commercial  experts  by  special  request 
of  Pompeian  Co.,  Baltimore,  Md. 
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URGING  IMMEDIATE  PASSAGE  OF  THE 
WEBB  BILL  (H.  R.  17,350)  WITH  CERTAIN 
SUGGESTED  MODIFICATIONS. 
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January.  1917 
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RESOLUTIONS. 

The  Board  of  Directors  of  The  Merchants'  Association  of  New 
York,  at  a  meeting  held  January  11,  1917,  received  and,  by  a 
unanimous  vote,  approved  the  following  report  on  the  Webb  Bill 
(H.R.  17,350),  submitted  by  The  Association's  Committee  on 
Federal  Trade  Commission;  and  adopted  the  following  preambles 
and  resolutions  in  relation  thereto: 

Whereas,  the  Webb  Bill  "to  promote  export  trade,  and  for 
other  purposes"  (H.R.  17,350),  now  pending  in  the  Senate  of  the 
United  States  will,  when  modified  in  the  respects  suggested  in  the 
accompanying  report,  permit  co-operative  action  in  the  American 
export  trade  under  safeguards  that  will  adequately  protect  the 
American  public  and  every  individual  American  exporter,  pro- 
ducer and  consumer;  and 

Whereas,  the  Webb  Bill,  when  so  modified,  will  accord  with, 
and  respond  to  the  recommendations  of  the  President  and  of  the 
Federal  Trade  Commission  and  of  the  Chamber  of  Commerce  of 
the  United  States  and  of  many  trade  and  commercial  organiza- 
tions, including  our  own,  which  have  strongly  urged  such  legis- 
lation; and 

Whereas,  the  Webb  Bill,  with  the  modifications  suggested  in 
the  accompanying  report,  will  fiilfill  the  purposes  expressed  by 
these  officials  and  unofficial  bodies  in  respect  of  American  export 
trade,  and  by  removing  the  handicaps  now  imposed  by  American 
anti-trust  laws  upon  American  export  trade  will  permit  American 
exporters  to  utilize  the  advantages  of  co-operative  action  in  sell- 
ing the  products  of  American  labor  against  the  competition  of 
foreign  combinations  in  the  markets  of  the  world; 

Now,  therefore,  be  it 

Resolved,  that  The  Merchants'  Association  of  New  York,  hav- 
ing upwards  of  five  thousand  members  drawn  from  every  branch 
of  the  commercial,  industrial,  professional  and  civic  life  of  New 
York  City,   and  through  its  membership  representing  many 


thousands  of  American  employers  and  employees  whose  welfare 
depends  upon  the  success  of  American  export  trade,  renews  its 
endorsement  of  the  Webb  Bill,  with  the  modifications  of  detail 
suggested  in  the  resolution  unanimously  adopted  by  its  Executive 
Committee  at  a  meeting  held  Jtdy  17,  1916,  and  hereby  adopts 
the  accompanying  report  upon  the  Webb  Bill,  and  heartily  en- 
dorses the  Bill  with  the  modifications  suggested  in  the  accom- 
panying report,  and  strongly  urges  upon  the  President  and  upon 
the  Congressional  Committees  having  the  Bill  in  charge  and  upon 
the  members  of  both  branches  of  Congress  the  importance  of 
promptly  passing  the  Bill  with  these  modifications,  and  be  it 
further 

Resolved,  that  copies  of  this  resolution  and  the  accompanying 
report  be  sent  to  the  President  of  the  United  States,  to  the  mem- 
bers of  both  branches  of  Congress,  and  to  the  various  trade  and 
commercial  organizations  with  which  we  are  affiliated  or  in 
correspondence,  and  that  they  be  respectfully  requested  to  tu-ge 
as  earnestly  as  possible  the  prompt  passage  of  the  Webb  Bill  with 
these  modifications  of  detail. 

Thb  Merchants'  Association  op  New  York, 

By  S.  C.  Mead,  Secretary, 


REPORT  OF  THE  COMMITTEE. 

January  10,  1917. 
To  the  Board  of  Directors  of 

The  Merchants*  AssociaHon  of  New  York. 

Oentlbmbn  : — 

The  Webb  Bill  "to  promote  export  trade,  and  for  other  pur- 
poses,'* which  was  introduced  in  Congress  as  H.  R.  16,707  on 
June  28,  1916,  by  Chairman  Webb  of  the  House  Judiciary  Com- 
mittee, was  made  the  subject  of  a  report  by  the  Committee  on 
Federal  Trade  Commission  of  The  Merchants'  Association  of 
New  York,  which  report  was  approved  by  unanimous  vote  of  the 
Executive  Committee  of  The  Association  at  a  meeting  held  Jtdy 
17, 1916.  The  Association  thereby  endorsed  the  Webb  Bill  with 
the  modifications  of  detail  suggested  in  the  report  above  men- 
tioned, and  adopted  preambles  and  resolutions  urging  upon  the 
President,  the  Congressional  Committees  having  the  bill  in 
charge,  and  the  members  of  both  branches  of  Congress  the  im- 
portance of  promptly  passing  the  bill  with  those  modifications. 

On  August  8,  1916,  the  Webb  Bill  was  re-introduced  as  H.  R. 
17,350,  containing  the  modifications  that  had  been  urged  by 
The  Association.  On  August  15,  1916,  the  Bill  was  favorably 
reported  by  the  House  Judiciary  Committee  to  the  House  of 
Representatives,  and  on  September  2,  1916,  it  was  passed  with 
several  amendments  by  the  House,  and  is  now  pending  in  the 
Senate.  The  Federal  Trade  Commission,  meanwhile,  has  pub- 
lished a  report  of  nearly  a  thousand  pages  on  "Co-operation  in 
the  American  Export  Trade,"  in  which  the  Commission  has  fully 
set  forth  the  overwhelming  economic  and  legal  arguments  in 
favor  of  such  legislation.  In  its  Annual  Report,  dated  Novem- 
ber 15, 1916,  the  Commission  has  called  attention  to  two  amend- 
ments, adopted  while  the  bill  was  being  passed  in  the  House, 
which  amendments,  the  Commission  has  stated,  might  "entirely 
nullify"  the  purpose  of  the  bill.     And  in  his  Annual  Address 


to  Congress  on  December  5,  1916,  the  President  has  urged  that 
this  legislation  be  promptly  passed  because,  as  he  has  stated, 
"the  opportunity  is  here  and  may  escape  us  if  we  hesitate  or 
delay." 

In  the  light  of  these  developments,  the  Association's  Com- 
mittee on  Federal  Trade  Commission  has  continued  its  study  of 
the  Webb  Bill  (H.R.  17,360)  in  the  form  in  which  it  passed  the 
House  of  Representatives  and  is  now  pending  in  the  Senate; 
and  as  the  restdt  of  its  study,  the  Committee  recommends  that 
the  Association  endorse  the  bill  with  the  modifications  herein- 
after suggested,  and  that  it  adopt  preambles  and  resolutions 
hereto  appended,  urging  upon  the  President,  the  Congressional 
Committees  having  the  bill  in  charge,  and  the  members  of  both 
branches  of  Congress  the  importance  of  promptly  passing  the 
trill  with  these  modifications. 


GIST  OF  THE  WEBB  BILL. 

The  Webb  Bill  (H.R.  17,350),  as  reported  by  the  House 
Judiciary  Committee  to  the  House  of  Representatives,  provides 
that  nothing  in  the  Sherman  Anti-Trust  Act  "shall  be  construed 
as  declaring  to  be  iUegal  an  association  entered  into  for  the  sole 
purpose  of  engaging  in  export  trade  and  actually  engaged 
solely  in  such  trade,  or  an  agreement  made,  or  act  done,  in  the 
course  of  export  trade  by  such  association,  provided  such  agree- 
ment or  act  is  not  in  restraint  of  trade  within  the  United  States." 
(Section  2) 

"Association,"  as  here  used,  was  defined  as  "any  corporation 
or  combination,  by  contract  or  otherwise,  of  two  or  more  persons, 
partnerships,  or  corporations."     (Section  1) 

These  provisions,  with  the  provision  that  "export  trade  "shall 
mean  "solely  trade  or  commerce  in  goods,  wares,  or  merchandise 
exported,  or  in  the  course  of  being  exported  from  the  United 
States  or  any  Territory  thereof  to  any  foreign  nation;  but  .  .  . 
shall  not  be  deemed  to  include  the  production  or  manufacture, 
within  the  United  States  or  any  Territory  thereof  of  such  goods, 


wares  or  merchandise  or  any  act  in  the  course  of  such  production 
or  manufacture"  (Section  1),  carefully  limited  the  operation  of 
the  Webb  Bill  to  transactions  that  were  solely  in  the  course  of 
export  trade,  and  effectually  excluded  from  the  benefits  of  the  bill 
any  transactions  that  in  any  wise  were  in  the  course  of  pro- 
duction, manufacture,  or  trade  within  the  United  States. 

Sections  1  and  2  above  quoted  were,  however,  unforttmately 
amended  in  the  course  of  passage  through  the  House  of  Repre- 
sentatives by  inserting  in  Section  1,  before  the  words  "within 
the  United  States"  above  quoted,  the  words  "trading  in,  or 
marketing,"  and  by  inserting  in  Section  2,  after  the  words, 
"within  the  United  States"  above  quoted,  the  words,  "and 
does  not  restrain  the  export  trade  of  the  United  States."  That 
these  amendments  "entirely  nullify"  the  purpose  of  the  Webb 
Bill  is  stated  by  the  Federal  Trade  Commission  in  its  Annual 
Report,  dated  November  15,  1916,  hereinafter  quoted. 

To  accomplish  any  of  the  purposes  of  the  Webb  Bill,  there- 
fore, the  two  amendments  above  criticised  must  be  dropped  and 
the  bill,  in  these  particulars  at  least,  must  be  restored  to  its 
form  as  reported  by  the  House  Judiciary  Committee  to  the 
House  of  Representatives,  which  has  been  outlined  above. 

If  the  two  amendments  above  criticised  be  dropped  from  the 
bill,  it  will  be  possible  for  any  concern  desiring  to  enter  the 
American  export  trade  to  obtain  the  benefits  of  the  bill,  either  by 
incorporating  singly  a  subsidiary  corporation  for  the  sole  purpose 
of  carrying  on  export  trade,  or  by  joining  with  other  concerns 
and  taking  stock  or  membership  in  a  corporation  or  unincorpor- 
ated association  organized  for  the  sole  purpose  of  carrying  on 
export  trade.  To  facilitate  the  ownership  by  corporations  of 
stock  or  capital  of  any  such  incorporated  or  unincorporated 
"associations,"  it  is  further  provided  that  Section  7  of  the 
Clayton  Act,  restricting  inter-corporate  stock  ownership  under 
certain  conditions,  shall  have  no  application  to  such  "associa- 
tions" unless  the  effect  of  such  acquisition  or  ownership  may  be 
to  restrain  trade  or  substantially  lessen  competition  within  the 
United  States  (Section  3). 

Every  such  "association"  is  required  forthwith  to  file  with  the 
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Federal  Trade  Commission  a  statement  of  its  place  of  business, 
the  names  and  addresses  of  its  officers,  stockholders  or  members, 
and  copies  of  its  certificate  of  incorporation  or  articles  of  asso- 
ciation, as  the  case  may  be,  and  a  statement  of  ''all  contracts, 
agreements,  and  understandings  had  with  any  foreign  or  domestic 

association  in  regard  to  the  conduct  of  or  practices  in  foreign 
trade." 

The  procedure  for  the  prevention  of  "unfair  methods  of 
competition"  now  contained  in  the  Federal  Trade  Commission 
Act  is  extended  to  "unfair  methods  of  competition  used  in 
export  trade  against  competitors  engaged  in  export  trade,  even 
though  the  acts  constituting  such  unfair  methods  are  done 
without  the  territorial  jurisdiction  of  the  United  States."  This 
absolutely  insures  fair  treatment  to  every  concern  in  the  Ameri- 
can export  trade  with  which  the  "association"  competes;  and  it 
will  be  observed,  by  referring  to  the  definition  of  "export  trade" 
above  set  forth,  that  by  limiting  the  protection  to  concerns  in 
"export  trade,"  complaints  under  this  Section  can  be  lodged 
only  by  concerns  that  are  exporting  from  the  United  States  to  a 
foreign  country. 


STRONGLY  URGED  BY  THE  PRESIDENT. 

The  necessity  for  immediate  legislation  of  this  character  is 
fully  recognized  by  the  Administration.  In  his  brief  Annual 
Address  to  Congress  on  December  5,  1916,  President  Wilson 
singled  out  the  Webb  Bill  for  particular  mention  in  the  following 
passage: 

"Three  matters  of  capital  importance  await  the  action  of  the 
Senate  which  have  already  been  acted  upon  by  the  House  of 
Representatives:  the  bill  which  seeks  to  extend  greater  freedom 
of  combination  to  those  engaged  in  promoting  the  foreign  com- 
merce of  the  coimtry  than  is  now  thought  by  some  to  be  legal 
under  the  terms  of  the  laws  against  monopoly.     .     .     . 

"I  shall  not  argue  at  length  the  desirability  of  giving  a  freer 
hand  in  the  matter  of  combined  and  concerted  effort  to  those 


who  shall  undertake  the  essential  enterprise  of  building  up  our 
export  trade.  That  enterprise  will  presently,  will  immediately 
assume,  has  indeed  already  assumed,  a  magnitude  unprecedented 
in  our  experience.  We  have  not  the  necessary  instrumentalities 
for  its  prosecution;  it  is  deemed  to  be  doubtful  whether  they 
could  be  created  upon  an  adequate  scale  under  our  present  laws. 
We  should  dear  away  aU  legal  obstacles  and  create  a  baas  of 
undoubted  law  for  it  which  will  give  freedom  without  permitting 
unregulated  license.  The  thing  must  be  done  now»  because  the 
opportunity  is  here  and  may  escape  us  if  we  hesitate  or  delay.'* 


ENDORSED  BY  THE  TRADE  COMMISSION. 

Summarizing  in  a  letter  to  the  Senate  the  results  of  its  investi- 
gation of  competitive  conditions  affecting  Americans  in  interna- 
tional trade,  the  Federal  Trade  Commission  on  May  2,  1916, 
declared  that "  other  nations  enjoy  marked  advantages  in  foreign 
trade  from  superior  facilities  and  more  effective  organizations/' 
and  that  "doubt  and  fear  as  to  legal  restrictions  prevent  Ameri- 
cans from  developing  equally  effective  organizations  for  overseas 
business  and  that  the  foreign  trade  of  our  manufacturers  and  pro- 
ducers, particularly  the  smaller  concerns,  suffers  in  consequence." 
Moved  by  these  considerations,  the  Commission  earnestly  recom- 
mended "the  immediate  clarification  of  the  law  to  permit  co- 
operation among  Americans  for  export  trade."  In  conclusion,  the 
Commission  impressively  stated:  "The  Commission  feels  that  it 
would  fail  of  its  duty  if  it  did  not  urge  the  pressing  need  of  such 
action  immediately.  If  American  business  men  are  to  make  the 
most  of  the  great  opportunities  now  before  them,  are  to  build  se- 
curely in  foreign  trade,  and  are  to  avoid  disaster  in  the  shock 
of  the  stem  and  determined  competition  that  will  doubtless  fol- 
low the  war,  they  must  at  once  perfect  the  organization  demanded 
by  the  conditions  of  international  trade." 

Since  sending  this  letter  to  the  Senate,  the  Commission  has 
published  in  a  report  of  nearly  a  thousand  pages  entitled,  "Report 
on  Co-operation  in  American  Export  Trade,"  the  information  it 
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has  collected  on  this  subject  from  special  reports  for  the  Com- 
mission from  the  United  States  Consuls,  from  public  hearings  by 
the  Commission,  from  research  by  the  Commission  in  published 
material,  from  inquiry  cards  and^formal  schedules  sent  to  more 
than  25,000  American  business  and  professional  men,  and  from 
investigations  in  this  country  and  abroad  by  the  Commission's 
field  agents.  The  final  recommendations  of  the  Commission, 
based  on  this  extraordinarily  comprehensive  study,  emphatically 
endorse  the  principle  of  the  Webb  Bill:  "The  Commission  be- 
Heves/'  says  the  report,  "that  American  exporters  should  be  en- 
abled to  compete  in  foreign  markets  on  more  nearly  equal  terms 
with  fordgn  competitors.  It  ali90  believes  that  the  smaller  manu- 
facturers and  producers,  so  far  as  they  desire,  should  be  enabled 
to  share  in  such  foreign  business.  It  is  convinced  that  for  these 
purposes  co-operation  in  export  trade  should  be  permitted.  It 
knows  that  doubt  as  to  the  application  of  the  anti-trust  laws  now 
prevents  any  marked  development  of  such  co-operation.  It 
does  not  believe  that  Congress  intended  by  the  anti-trust  laws 
to  prevent  Americans  from  co-operating  in  export  trade  for  the 
purpose  of  competing  effectively  with  foreigners  where  such  co- 
operation does  not  restrain  trade  within  the  United  States  and 
where  no  effort  is  made  to  hinder  American  competitors  from 
freely  engaging  in  export  trade.  It  is  not  reasonable  to  suppose 
that  Congress  meant  to  obstruct  the  development  of  foreign  com- 
merce by  forbidding  the  use  in  export  trade  of  methods  of  organi- 
zation which  do  not  operate  to  the  prejudice  of  the  American 
pubUc,  which  are  lawful  in  the  countries  where  the  trade  is  to  be 
carried  on,  and  which  are  necessary  if  greater  equaUty  of  oppor- 
tunity is  to  be  afforded  Americans  in  meeting  foreign  competitors. 
The  Commission,  therefore,  respectfully  recommends  that  Con- 
gress enact  declaratory  and  permissiye  legislation  to  remove 
the  present  doubt  as  to  the  law  and  to  establish  clearly  the  legality 
of  such  co-operation. 

"The  Commission  is  confident  that  the  enactment  of  such 
legislation  as  that  outlined  above  will  permit  the  development  of 
the  co-operative  organization  which  must  take  place  if  the  manu- 
faurtureis  and  producers  of  the  United  States  are  to  compete  with 
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foreigners  on  more  equal  terms  in  export  trade.  It  is  also  con- 
fident that  this  essential  development  can  be  obtained  without 
harmful  effects  on  the  domestic  maiket  and  without  prejudice 
to  the  interests  of  American  concerns  which  conduct  their  export 
business  outside  of  any  combination." 

FOREIGN  TRADE  NEEDS  DIFFERENT  LAWS. 

Laws  which  are  fair  and  even,  when  enforced  in  domestic  com- 
merce against  all  competitors,  become  unfair,  xineven  and  well- 
nigh  intolerable  in  foreign  commerce,  where  they  necessarily  can- 
not be  enforced  against  combinations  of  foreign  competitors  and 
foreign  consumers,  and  can  only  be  enforced  against  American 
exporters. 

Throughout  the  markets  of  the  world,  our  competitors  are  be- 
ing encouraged  by  their  Governments  to  unite  in  highly  organized 
combinations.  Overwhelming  proofs  of  the  advantages  enjoyed 
by  foreign  exporters,  by  foreign  combinations  competing  with 
American  exporters,  and  by  foreign  buying  combinations  which 
depress  American  export  prices,  and  of  the  resulting  sacrifice  of 
otu-  natural  resources,  have  been  published  by  the  Commission. 
Meanwhile  our  anti-trust  laws,  though  powerless  to  forbid  any 
foreign  combinations  against  us,  nevertheless  purport  to  regulate 
our  entire  foreign  commerce,  and  apparently  deny  to  our  exporters 
every  advantage  of  co-operative  action  to  meet  the  conditions 
of  foreign  trade. 

How  different  legislating  for  foreign  commerce  is  from  le^slat- 
ing  for  domestic  commerce  has  been  appreciated  by  Congress. 
The  Clayton  Act,  prohibiting  certain  kinds  of  price  disoimina- 
tions  and  tying-contracts,  scruptdously  excluded  from  the  opera- 
tion of  these  provisions  the  foreign  trade  of  the  United  States. 
Our  national  banks  have  recently  been  permitted  to  co-operat^ 
in  the  conduct  of  banking  business  in  foreign  countries.  Steam- 
ship lines  in  foreign  trade,  also,  are  now  permitted,  under  the 
supervision  of  the  Shipping  Board,  to  form  combinations  without 
violating  the  laws  against  restraint  of  trade  and  monopolies. 
These  are  each  dear  recognition  of  the  fact  that  prohibitions  in- 
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tended  for  the  protection  of  our  own  citizens  should  not  be  ex- 
tended to  our  foreign  trade;  and  that  if  such  practices,  when 
carried  on  in  foreign  trade,  should  adversely  affect  our  foreign 
trade,  the  laws  governing  our  domestic  trade  are  adequate  to  deal 
with  the  situation. 


SAFEGUARDS  AGAINST  ABUSE  OF  CO-OPERATIVE  ACTION. 

"Two  chief  dangers,"  declared  the  Federal  Trade  Commission 
in  its  letter  to  the  Senate,  "from  co-operative  export  organizations 
of  American  manufacturers  and  producers  are  apparent.  They 
may  be  used  to  exploit  the  home  market  and  they  may  be  used 
unfairly  against  individual  American  exporters  in  foreign  trade. 
The  dangers  in  co-operative  action  must  be  faced  frankly  and 
provided  against  fully. 

"The  Commission  is  confident  that  this  can  be  done  without 
sacrificing  the  essential  advantages  of  joint  action  and  without 
altering  the  policy  of  the  anti-trust  laws  or  interfering  with  their 
enforcement.  This  specific  extension  of  the  law  prohibiting  un- 
fair methods  of  competition  to  export  trade  and  requirement  of 
full  reports  to  the  Federal  Trade  Commission  from  cooperative 
export  organizations  will  protect  the  individual  exporter,  while 
the  enforcement  of  the  anti-trust  laws  will  prevent  the  use  of  such 
organizations  to  effect  restraint  of  trade  or  monopoly  in  the 
domestic  market." 

The  Webb  Bill  completely  satisfies  these  requirements  of  the 
Commission.  Co-operative  action  under  the  {irovisions  of  the 
bill  cannot  possibly  be  abused.  Everything  tending  to  restrain 
trade  within  the  United  States  is  expressly  left  subject  to  the 
Sherman  Act.  Only  "associations"  specially  organized  to  engage 
exclusively  in  the  export  trade  can  enjoy  the  provisions  of  the 
bill.  Full  information  regarding  all  such  "associations"  will 
always  be  in  the  possession  of  the  Federal  Trade  Commission. 
Americans  competing  in  the  export  trade  against  such  "associa- 
tions" are  expressly  protected  against  all  imfair  methods  of  com- 
petition. Greater  protection  to  the  public  and  to  individual 
American  competitors  of  such  "associations"  cannot  be  asked. 
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RECOMMENDED   BY   THE   CHAMBER   OF   COMMERCE 
OF  THE  UNITED  STATES  OF  AMERICA. 


ion  for  the  rdief  of  the  export  trade  has  been  repeatedl  y 
recommended  by  the  Chamber  of  Commerce  of  the  United  States 
of  America. 

On  March  31,  1914«  the  Special  Cammittee  on  Trust  Legisla- 
tion, appointed  by  the  Chamber,  recommended  ''that  Congress 
should  direct  the  commission  to  investigate  and  report  to  Con- 
gress at  the  earliest  practicable  date  on  the  advisability  of  amend- 
ing the  Sherman  Act  to  allow  a  greater  degree  of  co-operation  in 
the  conduct,  and  for  the  protection,  of  the  foreign  trade." 

Upon  a  referendtmi  on  April  14,  1914,  of  this  recommendation 
to  the  vote  of  the  constituent  organizations  of  the  Chamber  of 
Commerce  of  the  United  States  of  America,  this  particular  recom- 
mendation received  638  votes  in  favor  as  against  only  67  opposed. 

Following  this  referendtmi  the  act  creating  the  Federal  Trade 
Commission  became  law,  in  which  the  Commission  was  em- 
powered to  investigate  "trade  conditions  in  and  with  foreign 
countries  where  associations,  combinations,  or  practices  of  manu- 
facturers, merchants,  or  traders,  or  other  conditions,  may  affect 
the  foreign  trade  of  the  United  States,  and  to  report  to  Congress 
thereon  with  such  recommendations  as  it  deems  advisable."  By 
this  time  the  European  war  had  increased  the  need  of  legislation 
of  this  character;  and  on  December  1,  1914,  the  Special  Com- 
mittee of  the  Chamber  submitted  another  report  to  the  Chamber 
recommending  ''that  the  Chamber  take  steps  to  promote  the 
passage  of  a  bill  embodying  what  is  obviously  the  desire  of  an 
overwhelming  majority  of  the  constituent  members  of  the 
Chamber,  as  indicated  in  the  referendum  vote  above  referred  to. 

"The  principles  to  be  embodied  in  such  a  bill  should,  in  the 
judgment  of  your  Committee,  be  as  follows: 

"First. — ^All  combinations  entered  into  or  carried  on  in  good 
faith  for  the  sole  purpose  of  increasing,  facilitating  or  benefiting 
EXPORT  TRADE,  including  agreements,  transactions  and  acts 
entered  into,  performed  or  carried  out  in  the  course  of  Export 
Trade,  which  do  not  restrain  or  monopolize  or  tend  to  restrain  or 
monopolize  trade  within  the  United  States  shall  be  lawful. 
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"Second. — ^The  tenn  'Export  Trade'  shall  be  confined  to  trade 
or  commerce  from  the  United  States  to  any  foreign  nation;  and 
the  term  'foreign  nation'  should  not  include  any  of  the  insular 
possessions  of  the  United  States. 

"Third. — ^That  the  Federal  Trade  Commission  should  be  given 
the  same  power  with  reference  to  organizations,  associations, 
agreements,  transactions  or  acts  entered  into,  performed  or 
carried  out  in  the  course  of  Export  Trade  which  it  has  reason  to 
believe  restrains  or  monopolizes  or  tends  to  restrain  or  monopolize 
trade  within  the  United  States,  as  it  has  under  the  Federal  Trade 
Commission  Act  in  the  matter  of  unfair  methods  of  competition. 

"Fourth. — ^That  none  of  the  powers  conferred  upon  the  Federal 
Trade  Commission  in  the  Act  entitled  'An  Act  to  create  a  Federal 
Trade  Commission,'  etc.,  should  be  in  any  way  abridged  in  such 
a  bin." 

In  its  report  submitting  these  recommendations  to  the  Cham- 
ber, the  Committee  advanced  the  following  arguments,  which  are 
entirely  applicable  to  the  Webb  Bill: 

"In  domestic  interstate  trade  a  combination  of  buyers  as  well 
as  a  combination  of  sellers  can  be  reached  by  the  laws  of  the 
United  States.  In  the  foreign  trade,  however,  a  combination  of 
bu3rers  beyond  the  reach  of  control  by  the  United  States  may 
practically  dictate  the  prices  at  which  American  goods  may  be 
sold  in  foreign  markets,  in  the  absence  of  authority  to  American 
manufacturers  and  exporters  to  co-operate  to  maintain  prices 
abroad. 

"In  foreign  markets,  moreover,  American  manufacturers  have 
often  to  compete  with  foreign  manufacturers,  who  in  many  in- 
stances not  only  have  sanction  of  local  law  for  acting  in  coopera- 
tion with  other  members  of  their  industry,  but  in  effect  receive 
subsidies  from  their  governments  when  they  sell  outside  their 
own  countries. 

"In  considering  the  points  of  opposition  which  may  arise  to 
the  plan  for  amendment  of  the  anti-trust  laws  here  embodied  your 
Committee  desires  to  lay  emphasis  on  the  purposes  of  these  laws, 
which  were  fundamentally  to  protect  both  the  American  consumer 
and  the  independent  American  manufacturer  frompossibleoppres- 
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sion  by  the  large  combination  or  monopoly.  It  was  not  within 
these  purposes,  and  it  would  not  be  sound  and  economically  advis* 
able  even  from  a  moral  standpoint,  for  this  government  to  assume 
to  protect  consumers  and  producers  in  other  countries,  where 
other  conditions  prevail  and  where  governments  exist  with  full 
power  to  act  for  the  benefit  of  their  own  citizens,  from  any  results, 
baleful  or  otherwise,  of  business  combination  in  the  United  States. 
The  sole  grounds  of  opposition  will  arise  from  fear  that  through 
permission  to  combine  for  export  trade  some  injury  may  result 
to  American  consumers  and  the  smaller  American  manufacturers. 

"This  fear  is,  in  the  opinion  of  your  Committee,  not  well 
grounded.  The  principles  of  new  legislation  recommended  in 
this  report  make  clear,  on  the  one  hand,  that  the  Federal  Trade 
Commission  shall  have  power  to  restrain  and  prevent  action  by 
combinations  in  foreign  trade  which  react  as  an  undue  restraint 
upon  internal  commerce,  while,  on  the  other,  they  specifically 
provide  that  the  provisions  of  the  Federal  Trade  Commission  Act 
which  permit  the  Commission  to  restrain  and  prevent  unfair 
methods  of  competition  (embodied  in  Section  5  of  the  Act)  shall 
have  full  application  to  the  Foreign  Trade." 

This  report  of  the  Special  Committee  of  the  Chamber  was 
accepted  and  approved  by  the  Chamber  at  its  annual  meeting 
in  Washington  in  February,  1916. 

The  Webb  Bill,  in  principle,  fully  responds  to  all  the  considera- 
tions discussed  in  this  report  of  the  Chamber  of  Commerce  of 
the  United  States  of  America,  and  fully  accords  with  the  recom- 
mendations of  the  Chamber. 


MODIFICATIONS  NECESSARY  IN  THE  BILL. 

The  Webb  Bill,  as  reported  by  the  House  Judiciary  Com- 
mittee to  the  House  of  Representatives,  provided  that  nothing  in 
the  Sherman  Antitrust  Act  "shall  be  construed  as  declaring  to 
be  illegal  an  association  entered  into  for  the  sole  purpose  of  en- 
gaging in  export  trade  and  actually  engaged  solely  in  such  trade, 
or  an  agreement  made,  or  act  done,  in  the  course  of  export  trade 
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by  such  association,  provided  such  agreement  or  act  is  not  in 
restraint  of  trade  within  the  United  States"  (Section  2).  And 
"export  trade"  was  defined  to  mean  "solely  trade  or  commerce 
in  goods,  wares,  or  merchandise  exported,  or  in  the  course  of 
being  exported  from  the  United  States  or  any  Territory  thereof 
to  any  foreign  nation;  but  .  .  .  not  be  deemed  to  include 
the  production  or  manuf acttu^  within  the  United  States  or  any 
Territory  thereof  of  such  goods,  wares,  or  merchandise,  or  any 
act  in  the  course  of  suoh  production  or  manufacture"  (Section  1). 

Sections  1  and  2  above  quoted  were,  however,  unfortunately 
amended  in  the  course  of  passage  through  the  House  of  Represen- 
tatives; and  these  amendments  are  wholly  disastrous  to  the  pur- 
pose of  the  Bill.  That  these  amendments,  unless  corrected,  will 
"entirely  nullify"  the  purpose  of  the  bill  is  emphatically  stated 
by  the  Federal  Trade  Commission  in  its  Annual  Report*  dated 
November  15,  1916,  in  which  the  Commission  sa3rs  (pp.  35-36) : 
"Particular  attention,  however,  is  called  to  the  fact  that  though 
the  bill  as  originally  reported  to  the  House  appears,  in  the  opinion 
of  the  Commission,  to  effectively  meet  the  purpose  for  which  it 
was  drafted,  yet,  on  the  other  hand,  two  amendments  were  made 
to  the  bill  during  the  debate  which  seem  to  give  a  basis  for  legal 
construction  which  might  entirely  nullify  this  purpose.  The 
first  amendment  referred  to  was  made  in  the  first  section  of  the 
bill.  In  order  to  permit  co-operation  only  with  respect  to  export 
trade,  the  term  'export  trade'  was  originally  carefully  defined  to 
exclude  the  production  or  manufacture  of  goods  within  the  United 
States,  but  the  amendment  made  it  also  exclude  'trading  in  or 
marketing'  such  goods  within  the  United  States.  .  .  .  Obvi- 
ously a  successful  co-operative  export  organization  would,  in 
most  cases,  be  obliged  to  purchase  goods  in  the  United  States 
and  therefore  to  trade  in  them.  The  second  amendment  referred 
to  is  found  in  the  second  section.  This  originally  granted  the 
right  of  co-operative  association  for  export  trade,  provided  such 
association  did  not  involve  'restraint  of  trade  within  the  United 
States.'  But  the  amendment  added  a  further  proviso,  namely, 
'and  does  not  restrain  the  export  trade  of  the  United  States'. 

•  .  .   The  Commission  is  of  the  opinion  that  these  provisions 
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of  the  bin  would  not  change  the  present  law.  But  the  very 
purpose  of  the  bill  was  to  darify  the  law,  while  this  amendment 
presents  the  same  question  of  construction  as  the  existing  law. 
The  law,  therefore,  would  be  neither  changed  nor  clarified  if  the 
bill  were  enacted  in  the  form  in  which  it  was  passed  by  the 
House.  Therefore,  the  business  man  who  is  deterred  from 
engaging  in  co-operative  action  in  export  trade  by  fear  or  doubt 
concerning  antitrust  laws  would  be  left  in  exactly  the  same 
position  as  before." 

To  accomplish  any  of  the  purposes  of  the  Webb  Bill,  therefore, 
the  two  amendments  above  criticised  should  be  dropped,  and  the 
bill,  in  these  particulars  at  least,  should  be  restored  to  its  form 
as  reported  by  the  House  Judiciary  Committee  to  the  House  of 
Representatives,  which  form  has  been  outUned  above. 

Every  ''association"  organized  under  the  Webb  Bill  is  required 
forthwith  to  file  with  the  Federal  Trade  Commission  a  state- 
ment of  its  place  of  business*  the  names  and  addresses  of  its 
officers,  stockholders  or  members,  and  copies  of  its  certificate  of 
incorporation  or  articles  of  association,  as  the  case  may  be,  and 
a  statement  of  "all  contracts,  agreements  and  imderstandings 
had  with  any  foreign  or  domestic  association  in  regard  to  the 
conduct  of  or  practices  in  foreign  trade." 

The  Federal  Trade  Commission  particularly  recommended 
"that  as  a  condition  precedent  to  enjoying  the  benefit  of  such 
legislation  every  such  co-operative  organization  be  required, 
under  penalty,  to  file  promptly  with  the  Federal  Trade  Com- 
mission a  written  statement  setting  forth  the  essential  facts 
concerning  its  organization,  such  as  name,  location  of  its  offices 
and  places  of  business,  names  and  addresses  of  its  officers  and 
stockholders  or  members,  and  a  copy  of  its  articles  of  incorpor^ 
ation  and  by-laws,  if  incorporated,  or  a  copy  of  its  articles  of 
contract  or  association,  if  unincorporated.  The  Commission 
has  the  authority  now  to  require  such  reports,  but  it  should  not 
be  burdened  with  the  work  of  discovering  such  organizations 
and  requesting  information  from  them.  The  burden  of  furnish- 
ing the  required  facts  as  to  theii*  organization  should  rest  upon 
those  who  expect  to  enjoy  the  benefit  of  this  law."     (Report  on 
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Co-operation  in  American  Export  Trade,  Vol.  1,  p.  380).  But 
the  Commission  did  not  recommend,  and  its  reasons  above 
quoted  would  hardly  support,  the  requirements  that  tiie  "asso- 
ciation," regardless  of  whether  the  Commission  needs  the  in- 
formation or  not,  shall  file  with  the  Commission  "all  contracts, 
agreements,  undeistandings  had  with  any  foreign  or  domestic 
association  in  regard  to  the  conduct  of  or  practices  in  foreign 
trade."  It  would  seem,  therefore,  better  to  omit  the  words 
above  quoted,  and  to  insert  in  place  thereof  language  adapted 
from  Section  6,  subdivision  b,  of  the  Federal  Trade  Com- 
mission Act,  viz. :  "such  other  information  as  the  Federal  Trade 
Commission  may  require  of  the  association  making  such  state- 
ment as  to  its  organization*  business,  conduct,  practices,  manage- 
ment and  relation  to  other  foreign  or  domestic  association." 
Indeed,  the  Federal  Trade  Commission  itself  seems  to  be  of 
this  opinion,  for  in  its  report  directly  after  the  passage  above 
quoted,  in  which  the  Commission  recommends  the  filing  of  the 
statement  of  the  association's  place  of  business,  the  names  and 
addresses  of  its  ofBcers,  stockholders  and  members,  and  copies 
of  its  certificate  of  incorporation  or  articles  of  association,  the 
Commission  says  (p.  380):  "Having  these  facts  before  it,  the 
Commission  could  then  use  the  power  it  already  has  to  require 
other  reports  in  such  detail  as  may  be  necessary  to  inform  it 
fully  of  the  activities  of  such  co-operative  bodies  and  to  place  it 
in  a  position  to  take  such  action  as  the  public  interest  might 
require." 


PROMPT  PASSAGE  IMPERATIVE. 

Legislative  action  is  immediately  necessary. 

Several  months  before  the  outbreak  of  the  European  War,  a 
high  authority  addressing  the  National  Foreign  Trade  Con- 
vention in  Washington  submitted  figures  abundantly  supporting 
his  statement  that  because  of  legal  impediments  suffered  by 
American  producers  in  coping  with  combinations  of  foreign 
buyers  "in  the  last  ten  years  there  has  been  a  waste  of  our 
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nattiral  resources  and  a  loss  to  American  wealth  from  the  sacrifice 
of  copper  values  alone  of  fifty  millions  of  dollars." 

Several  months  after  the  European  War  had  begun,  the 
Special  Committee  of  the  Chamber  of  Commerce  of  the  United 
States  reported  that  the  reasons  which  it  had  previously  ad- 
vanced in  favor  of  legislation  permitting  co-operation  among 
American  exporters  in  foreign  trade  *'will  acquire  a  far  greater 
significance  when  the  nations  now  at  war,  whose  foreign  trade 
has  been  curtailed,  again  enter  into  active  competition  for 
foreign  markets.  .  .  .  The  situation  affecting  the  foreign  trade 
of  the  United  States,  created  by  the  unexpected  war  in  Europe, 
gives  the  ground  for  urging  inmiediate  action.     ..." 

The  Federal  Trade  Commission,  in  its  letter  to  the  Senate,  has 
even  more  emphatically  called  for  legislative  action:  "If  Ameri* 
cans  are  to  enter  the  markets  of  the  world  on  equal  terms  with 
their  organized  competitors  and  their  organized  customers;  if 
they  are  to  expand  the  foreign  trade  of  the  United  States  as  they 
should,  and  if  our  small  producers  and  manufacturers  are  to 
obtain  their  rightful  share  of  foreign  business  on  profitable 
terms,  they  must  be  free  to  unite  their  efforts.  We  are  in  danger 
of  being  misled  into  overconfidence  and  baseless  self-assurance 
by  the  imposing  totals  of  our  present  abnormal  foreign  trade. 
A  great  part  of  our  present  foreign  trade  is  purely  war  business 
which  will  end  with  peace.  Another  part  is  enforced  buying  by 
parties  cut  off  from  former  sources  of  supply,  and  unfortunately 
much  of  this  business  is  being  done  on  terms  and  by  methods 
that  are  alienating  the  purchasers  and  that  insure  the  diversion 
of  their  trade  to  other  countries  at  the  earliest  opportunity. 
Moreover,  the  end  of  the  war  will  doubtless  see  vigorous  efforts  by 
Europeans  to  recapture  lost  trade.  Therefore,  earnest  thought 
should  be  given  to  measures  for  the  improvement  of  our  foreign 
business." 

The  President,  in  his  Annual  Message  to  Congress  on  Decem- 
ber 5,  1916,  tirged  upon  the  Senate  the  passage  of  the  Webb  Bill 
in  these  impressive  words:  **The  thing  must  be  done  now  be- 
cause the  opportunity  is  here  and  may  escape  us  if  we  hesitate  or 
delay." 
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OPPORTUNITIES    OPENED    TO    SMALLER    AMERICAN 

MANUFACTURERS. 

So  long  as  co-operation  in  American  export  trade  is  forbidden 
or  even  hazardous  tinder  our  anti-trust  laws,  so  long  must  effi- 
ciency in  the  American  export  trade  be  restricted  to  those  few  con- 
cerns m  each  line  of  industry  whose  resources  of  capital  enable 
them  each  single-handed  to  maintain  separate  organizations  of 
their  own  in  foreign  markets. 

The  present  predicament  of  the  smaller  American  manufacturer 
was  described  by  the  Special  Committee  of  the  Chamber  of 
Commerce  of  the  United  States:  **In  attempting  to  secure  a 
foreign  market  for  his  goods  the  smaller  American  manufacturer 
who  is  in  a  position  to  produce  more  goods  than  his  domestic 
market  will  consume  is  faced  at  the  outset  by  the  large  expense 
coupled  with  delayed  returns  involved  in  creating  and  main- 
taining a  selling  agency.  In  order  that  he  may  take  advantage 
of  the  foreign  trade  opportunity  created  by  the  war,  together 
with  the  larger  firms  and  corporations  already  established  in 
foreign  trade,  he  must  be  permitted  to  co-operate  with  his 
fellows  in  like  lines  of  production  in  supporting  a  common  selling 
agency  and  consequently  in  entering  into  agreements  as  to  dis- 
tribution, both  of  expenses  and  of  profits." 

Under  the  terms  of  the  Webb  Bill,  the  smaller  American  manu- 
facturer will  be  enabled  to  co-operate  with  his  fellows  upon  any 
basis  of  joint  effort,  expenses,  or  profits  for  the  purpose  of  main- 
taining common  selling  agencies  abroad,  or  carrying  on  export 
trade  in  any  other  form  of  co-operation.  While  the  bill  will,  and 
should,  leave  each  co-operating  American  export  association  free 
to  decide  what  individuals  shall  belong  to  such  association,  the 
bill  offers  complete  freedom  to  every  American  exporter  to 
enter  the  export  trade  either  singly  or  in  co-operation  with  asso- 
ciates mutually  congenial,  and  absolutely  insures  that  neither 
he,  nor  the  American  public,  nor  any  American  producer  or  con- 
sumer shall  ever  be  restrained  or  in  any  wise  prejudiced  by  reason 
of  such  co-operative  enterprise. 

The  Webb  Bill  promises  freedom  to  American  export  trade, 
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opportunity  to  smaller  American  manufacturers,  and  stimulus 
to  our  entire  American  commercial  and  industrial  life;  and  the 
prompt  passage  of  the  bill  by  Congress  with  the  modifications 
above  suggested  is,  therefore,  strongly  urged. 

Henry  R.  Towne,  Chairman, 
William  Hamlin  Childs, 
Waldo  H.  Marshall, 
Gilbert  H.  MoNTAorB, 
S.  Frederic  Taylor, 
Commitiee  on  Federal  Trade  CommiBtion. 


Harvar  .    C^ll^^e  Library  ^^^  /; 

Jan.  >r,  i9ie.  ^^ 

From  the 
United   States  vjro.  (Tnment 


SHIFPEB8'  EZPOBT  DECLABATIOIT  AHS  EXPOST  PBOCEBUBE. 


Depabtment  of  Commerce, 
BuBEAu  OF  Foreign  and  Domestic  Commerce, 

Washington^  December  20^  1916. 

To  Exporters^  Shippers^  and  Carriers: 

Your  attention  is  invited  to  Treasury  Decision  35969,  entitled 
"  Shippers'  Export  Declaration  and  Export  Procedure,"  issued 
jointly  by  the  Secretary  of  the  Treasury  and  the  Secretary  of  Com- 
merce, on  December  14,  1915.  These  regulations,  which  are  re- 
printed herein,  supersede  Treasury  Decision  85708  issued  on  Septem- 
ber 15,  1915. 

The  new  order  makes  clear  certain  doubtful  points  in  the  first 
order  and  meets  some  objections  directed  against  specific  provisions. 
The  principal  modifications  are  as  follows: 

Instead  of  January  1,  1916,  the  new  regulations  are  made  effective 
on  February  1, 1916. 

No  oath  is  required  on  declarations  for  export  by  vessel  if  total  value 
of  shipment  does  not  exceed  $100. 

It  is  specifically  provided  that  the  declarations  may  be  executed  by 
an  authorized  agent  of  the  shipper. 

In  case  of  shipment  from  an  interior  point  for  export  on  a  through 
bill  of  lading,  if  it  is  not  practicable  to  prepare  the  declaration  in  time 
to  accompany  the  goods,  it  may  be  transmitted  to  the  seaboard  with 
the  shipping  papers. 

The  car  manifest  required  for  exportations  by  railway  may  be  a 
copy  of  the  waybill,  bill  of  lading,  or  other  shipping  paper,  or  of  the 
manifest  prepared  for  the  foreign  customs. 

No  declaration  will  be  required  for  goods  shipped  under  any  form 
of  customs  bond  for  exportation  from  or  in  transit  through  the  United 
States,  the  statistics  in  such  cases  being  obtained  from  the  customs 
papers  covering  the  shipment 

When  the  goods  are  sold,  the  selling  price  should  be  stated  as  the 
value;  otherwise  the  market  value  at  the  time  of  exportation  in  the 
port  of  the  United  States  from  which  shipped  should  be  stated. 
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There  appears  to  be  much  general  miBconception  of  the  character 
of  the  new  regulations.  Their  main  purpose  is  to  facilitate  the  col- 
lection of  accurate  statistics  of  exports  as  required  by  law.  The 
detailed  procedure  laid  down  is  to  be  regarded  as  a  means  to  attain 
this  end.  The  essential  point,  therefore,  is  that  for  every  export 
shipment  a  declaration  be  presented  by  a  responsible  party — ^prefer- 
ably by  the  shipper,  who  has  full  knowledge  of  all  the  facts.  The 
shipper  may,  however,  delegate  this  task  to  a  duly  authorized  agent 
to  whom  full  information  concerning  the  shipment  has  been 
furnished. 

On  application  the  Bureau  of  Foreign  and  Domestic  Commerce 
will  supply  up  to  10  copies  of  this  circular  for  distribution  to  ship- 
pers. Additional  'copies,  if  desired,  may  be  obtained  from  the 
Superintendent  of  Documents,  Washington,  D.  C,  at  the  rate  of 
5  cents  a  copy. 

Bespectfully, 

K  E.  Pkatt, 
Chief  of  Bureau. 


(T.  D.  86969.) 

Shipper^s  export  dedaraHon  and  emport  prooedvre. 

Tbkasttbt  Depabtment,  December  IJ^  1916. 
To  coUectore  of  customs  and  others  concerned: 
T.  D.  85708  is  hereby  amended  to  read  as  follows : 

1.  The  following  procedure  is  prescribed  for  the  exportation  of 
merchandise  to  foreign  countries  or  shipped  to  or  from  noncon- 
tiguous territory  of  the  United  States  on  or  after  February^,  1916. 
These  regulations  will  not  supersede  any  regulations  proniulgated  for 
the  enforcement  of  the  neutrality  laws. 

2.  Shippers^  export  declarations. — To  avoid  confusion  in  terms, 
the  manifest  required  by  section  4200,  Kevised  Statutes,  to  be  filed 
by  exporters  of  merchandise  will  hereafter  be  known  as  ^  The  ship- 
per's export  declaration."  A  shippers'  export  declaration  and  at- 
tached extract  in  the  following  form  must  be  filed  with  the  collector 
of  customs  at  the  port  of  exit  for  all  merchandise,  except  shipments 
in  bond,  cleared  for  foreign  countries  or  shipped  to  noncontiguous 
territory  of  the  United  States,  or  from  Alaska,  Hawaii,  or  Porto 
Bico  to  the  United  States  on  or  after  February  1, 1916.  Such  form 
is  prepared  in  duplicate,  perforated  at  the  top,  and  is  printed  on 
yellow  paper,  8  inches  wide  by  10}  or  more  inches  in  length. 


U.  S.  Treasory  Depftrtment 
Cnstoma  Gat  No.  7525. 
T.  D.  35969. 
C  D.,  Not.  20-15. 


ORIGINAL — (Vor  United  Btatee  cnstoma  nae  only.) 
SHIPPER'S  EXPORT  DECLARATION. 


or  lOEICHANniSB  8RIFPED  TO  FOBEION  OOTTNTBnES  OB  WOWOOWTIUUOUB  TEBBITOBnBS 

or  THK  T7NITED  8TATSS. 

Cleanmce  will  not  be  granted  nntil  ahlpper'a  declaration  has  been  filed  with  the  collector 
of  caatonuL  V.  8L  OoTemment  export  atatlatlcB  are  compiled  from  thla  declaration  and 
It  mnat  be  correct 

Merchandlae  shipped  by 

Address:  No Street 

From 


( Name  of  shipper. ) 

City State 

^  Via 


(Carrier  from  interior  point  If  any.) 


<  Place  of  original  alilpment ) 

For  shipment  on  the 

(Name  of  carrier.     If  Teeael,  glTe  name,  motive  power,  and  flag,  if  known.) 

From To  port  ot 

(U.  8.  cnatoma  port  of  exportation. )  (Foreign  port  or  place) . 

Country  of — 

(Final  destination  of  gooda.) 


Nnrnb* 

and  kind  of 

packages. 

Artidas. 

Describe  the  artides  ftdly,  as 
canned  pork,   printed   cotton 
doth,  printing  presses,  apples, 
etc    Oeneral   terms    suni    as 
meats,  dry  goods,  maoiilnflry, 
fruits,  etc,  mil  not  be  aooepted. 

Quantity. 

State 
number 
of  pounds, 
tons,  gal- 
lons, yards, 
etc 

VahM. 

At  time  and  place  of 

shipment 

MaAa  anA  uwu- 

U.  8.  prod- 
ucts, in- 
dudlttg 
forelsn 

altered  or 

remann- 

facturedin 

the  United 

States. 

Foreign 
products 
In  same 
condltloa 
as  im- 
ported. 

• 

Thla  form  may  be  delivered  to 
carrier  In  aealed  envelope 

Waybill  or  manifest  No Date Declaration  O.  H.  No— 

(Hay  be  filled  in  by  carrier  If  dealred.) 

I,  the  undersigned,  solemnly  and  tmly  declare  that  the  above  statement  is  a 
complete,  just,  and  true  account  of  all  merchandise  shipped  by  the  party  named 
on  board  the  vessel,  car,  or  vehicle,  and  to  the  place  or  country  named  above, 
and  that  the  description  and  quantity  of  each  article  is  truly  stated,  and  that  the 
values  thereof  are  the  actual  costs  or  values  at  the  time  and  place  of  shipment 
for  exportation. 

Sworn  and  subscribed  to  before  me 
on r ,  191 


Signature: 


(Actual  ahlpper,  owner,  or  oonatgnor.) 

Thla  oath  to  be  taken  before  notary,  collector  of  cuatoma,  or  officer  aQthorfsed  to  admin- 
later  oatha  This  declaration  must  be  algned,  but  oath  need  not  be  taken  on  exporUtiona 
to  rtwft^*  or  Mexico  by  car,  vehicle,  or  ferry,  or  on  ahlpmanta  by  veaael  to  any  country  If 
total  valna  of  Items  does  not  sxceed  $100. 


DUPLICATB— For  am  ot  eurtw. 

BXTRAOT  OP  SHIPPBB'S  EXPORT  DBGLABAXION. 

To  be  delWerad  to  ezportliig  ▼Mtol  ar  veUifle  uid  to  be  attached  I 
maaUest  or  wayblli  wtaoo  preaantad  lor  rlnamnm 


te  exported Waybill  or  manlftat  No Date Q.  H.  No. 

To  exportlne  vessel  or  Tehlcle:  Tbls  b  to  certl^  that  shlppu-'s  decIaraUoD  Is 

file  with  the  collector  of  customs,  district  No ,  and  aboT»deacrlbed  goods 

J  be  cleared  for  exiwrtatloD. 

,  191  . . 

Deputfi  OoU«oUtr  of  CtwforM. 


This  export  declaration  and  extract  most  be  executed  by  the 
diipper,  owner,  or  consignor  of  the  merchandise,  or  by  his  agent. 
If  executed  by  an  agent,  his  authority  must  be  in  writing,  signed 
by  the  shipper.  Such  authority  may  be  indorsed  on  the  declaration 
or  may  be  separately  filed  with  the  collector  of  custom& 

The  shippers'  export  declaration  for  all  shipments  by  vessel  val- 
ued at  more  than  $100  must  be  nuide  under  oath  taken  before  a 
notary  public  or  other  person  authorized  to  administer  oaths,  or 
before  any  collector  of  customs  or  deputy  collector.  No  oath  is 
required  to  declarations  covering  shipments  to  Canada  or  Mexico  by 
car,  vehicle,  or  ferry. 

Customs  officers  will  number  declarations  and  extracts  serially 
immediately  upon  their  presentation,  a  new  series  of  numbers  to 
begin  <m  July  1  of  each  year,  or  oftener,  serial  numbers  not  to 
exceed  100,000. 

Shippers'  declarations  will  be  retained  in  the  customhouse  and 
treated  as  confidential  and  no  information  contained  therein  dis- 
closed without  the  written  authority  of  the  shipper  or  his  agent. 

8.  Shipments  from  an  interior  point. — When  goods  are  shipped 
from  an  interior  point  to  a  foreign  country  or  to  noncontiguous  ter- 
ritory of  the  United  States  the  shipper  should  prepare  and  deliver 
to  the  carrier  the  export  declaration  and  extract  in  the  prescribed 
form  for  delivery  to  the  collector  of  customs  at  the  port  of  exporta- 
tion. If  the  shipment  is  made  on  a  through  bill  of  lading,  the 
declaration  and  extract  should  be  executed  at  the  time  of  or  prior 
to  the  issuance  of  the  through  bill  of  lading  and.  delivered  to  the 
carrier  to  accompany  the  shipping  papers  to  the  seaport.  If  on  a 
local  bill  of  lading,  the  declaration  and  extract  may  be  attached 
thereto  or  mailed  separately  to  the  consignee  at  the  seaboard.  If 
the  shipper  prefers,  he  may  place  the  declaration,  but  not  the  extract, 
in  a  sealed  envelope  addressed  to  the  collector  of  customs,  with  his 
name  indorsed  thereon  and  the  fact  of  sealing  noted  on  the  declara- 
tion, and  deliver  the  sealed  envelope,  together  with  the  extract,  to 
the  carrier. 

4.  Procedure  at  the  seaboard. — ^Upon  arrival  of  the  goods  at  the 
seaboard,  the  carrier  will  deliver  the  declaration  (sealed  or  unsealed) 
and  the  extract  to  the  collector  of  customs,  who  will  retain  the  decla- 
ration, certify  the  extract,  and  deliver  the  latter  to  the  party  desig- 
nated to  attend  to  the  exportation,  to  be  delivered  to  the  exporting 
vessel  as  evidence  that  the  shipper's  declaration  has  been  filed. 

If  the  shipment  originates  or  the  declaration  is  executed  at  the 
fsaboard  p<Ht,  the  shipper  will  mail  or  otherwise  deliver  the  declara- 
tion and  extract  to  the  collector  of  customs,  who  will  retain  the  dec- 
laration,  certify  the  extract,  and  return  the  latter  to  the  shipper  for 
ddiveiy  to  the  exporting  vessel;  or,  if  the  shipper  so  desires,  the 


collector  will  ftH^ard  tbt  extract  direct  to  the  exporting  Tossel.  In 
easea  of  emergency  the  declaration  and  extract  nuy  be  delirered  to 
tbe  exporting  veseel,  to  be  attached  to  the  manifest  filed  for  clearance. 

5.  FmwJ  elsarance  at  the  Moboard. — Veesela  bound  to  foreign 
countries  or  to  or  from  nonc<xiUgaoua  territory  of  tbe  United  States 
flbould  not  accept  diipinents  onleaa  extracts  in  the  form  hereinbefore 
provided,  certified  by  tbe  collector  of  customs,  or  declarationB  and  ex- 
tracts therefor  have  been  received. 

The  customhouse  ntunber  on  tbe  certified  extract  must  be  noted  on 
the  venel's  manifest  opposite  each  oonsignmeait  and  such  extrsets 
Attached  to  and  delivered  with  such  manifests  to  the  collector  tar 
clearance. 

Clearance  will  not  be  granted  to  any  vessel  until  a  complete  mani- 
fest accompanied  by  certified  extracts,  or  declarations  and  uncertifled 
extracts,  for  all  cargo  on  board  has  been  filed  with  the  collector  aa 
required  by  aectiona  4197  to  4200,  Revised  Statutes,  except  under 
the  following  cooditiocis: 

6.  Immiediate  deartmee. — If  the  vessel's  manifest  be  incomplete 
and  be  so  indorsed  by  the  master,  immediate  clearance  may  be  granted 
vpoa  application  on  Customs  Form  No.  7301  and  execution  of  a  bond 
to  produce  the  complete  manifest  in  proper  form  on  the  next  businea 
day  after  the  departure  of  tbe  vessel,  with  all  shippers'  export  decla- 
rations or  certified  extracts  theretofore  received,  and  to  cause  all 
shipper^  declarations  not  theretofore  received  to  be  filed  with  the 
collector  of  customs  within  15  days  after  the  dat«  of  clearance; 
provided,  that  if  any  merchandise  is  exported  on  the  vessel  fw  whidi 
shippers'  declaraticms  have  not  been  filed,  the  master  must  present 
with  the  vessel's  complete  manifest  a  pro  fonna  declaration  on 
Customs  Form  No.  7308,  enumerating  in  detail  all  such  ^pments. 

Customs  officers  must  not  compile  statistical  returns  from  pro 
forma  declarations  unless  it  is  ^own  that  the  shipppers'  declarations 
can  not  be  produced. 

The  manifest  of  a  vesel  bound  to  a  foreign  country  or  to  or  from 
noncontiguous  territory  of  the  United  States  must  show  the  par- 
ticulars required  by  section  41W,  Revised  Statutes,  namely,  the  desti- 
naticsi  of  tbe  vessel,  the  marks  and  numbers  of  the  packages,  and  a 
description  of  tJie  articles,  cmtents,  quantities,  and  values:  Providedy 
That  a  notation  cm  the  manifest  that  all  values  are  as  stated  on  Clip- 
per's declarati(»is,  extracts  of  which  are  attached  to  such  manifeet. 
will  be  accepted. 

7.  Exportatums  to  Canada  or  Meteico  by  raHway. — Upon  arrival  of 
merchandise  for  exportation  at  a  bmrder  port,  the  carrier  must  deliver 
to  the  collector  of  customs  a  car  manifest  giving  marks  and  numbers, 
the  name  of  the  clipper  or  consignor,  description  of  the  goods,  and 
the  destination  thereof.    This  manifest  may  be  a  carb<m  or  other  copy 


of  the  waybill,  bill  of  lading,  or  other  shipping  paper,  or  of  the  mani- 
fest prepared  for  the  foreign  customs.  The  required  shipper's  deda- 
rations,  sealed  or  nnsealed,  or  extracts  must  be  attached  to  sodi 
manifest. 

The  collector  will  retain  the  shipper's  declarations,  certify  the  ex- 
tracts and  return  them  to  the  carrier  as  clearance  for  the  diipment. 

If  the  shipper's  declarations  and  extracts  thereof  for  any  goods 
have  not  been  received,  immediate  exportation  may  be  permitted 
npon  the  filing  of  a  pro  forma  declaration  therefor  on  Customs  Form 
No.  7303  and  execution  of  a  bond  to  produce  such  declarations  within 
15  days  after  the  date  of  exportation. 

8.  Exportation  by  ferry  or  vehide. — ^The  shipper  or  his  agent  must 
deUver  a  shipper's  declaration  and  extract  to  the  customs  officer  cover- 
ing all  goods  exported  by  ferry,  wagon,  or  other  vehicle.  The  cus- 
toms officer  will  retain  flie  dedaration  and  deliver  the  certified  ex- 
tract to  the  shipper,  master,  or  driver  as  a  permit  for  the  exportation 
of  the  goods.  The  master  of  the  ferry  or  driver  of  the  vehicle  will 
deliver  to  the  customs  officer  at  the  close  of  each  day  all  extracts  re- 
ceived during  that  day,  accompanied  by  a  declaration  that  such  ex- 
tracts cover  all  goods  exported  on  such  ferry  or  vehicle  during  that 
time.  If  the  declaration  has  not  been  filed  shipment  may  be  per- 
mitted upon  the  filing  of  a  pro  forma  declaration  and  bond  <m  Cus- 
toms Form  Na  7303. 

9.  Shipment  of  bonded  and  in  transit  merchandise. — Shipper's  ex- 
port declarations  and  extracts  will  not  be  required  ior  merdiandise 
withdrawn  from  bonded  warehouse  for  exportation  or  for  transporta- 
tion and  exportation,  or  for  merchandise  shipped  under  any  form  of 
customs  bond  for  exportation  from  or  in  tranat  through  the  United 


Customs  officers  at  the  port  of  exit  will  prepare  the  statistical  re- 
ports in  all  such  cases  from  customs  papers  covering  the  shipment 

Whoi  the  port  of  exit  is  located  at  the  seaboard,  the  inspector 
assigned  to  supervise  the  lading  of  such  bonded  goods  will  issue  to 
the  export  vessel  a  permit  to  lade  on  Customs  Form  No.  7305.  Such 
permit  will  state  the  marks,  numbers,  and  description  of  the  goods, 
the  place  from  which  received,  and  the  withdrawal  or  entry  numb^, 
and  must  be  attached  to  the  vessel's  manifest  when  presented  to  the 
collector  for  clearance. 

Customs  officers  will  continue  to  send  the  report  on  Form  Na  7 
to  the  Bureau  of  Statistics  in  New  York  covering  all  articles  with- 
drawn from  bonded  warehouse  for  exportation,  for  use  in  preparing 
the  statement  of  goods  remaining  in  warehouse. 

10.  Exportaiions  from  Alaska,  HawaUj  and  Porto  Rico  ma  the 
United  States — Shippers'  export  declarations  and  extracts  for  mer- 
diandise shipped  from  Alaska,  Hawaii,  and  Porto  Sico  to  the  United 


!;        ' 


f 

-I 


« 
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States  for  transdiipmeDt  and  exportaticNi  moat  accompany  the  sliip- 
ment  to  the  United  States  and  be  deLirered,  with  the  name  of  the  ex* 
porting  vessel,  to  the  collector  of  customs  prior  to  the  exportation. 

11.  Divided  shipments, — ^If  a  shipment  is  divided  at  the  port  of 
exit,  part  being  exported  in  one  voopol  and  part  in  another,  a  nota- 
tioa  will  be  made  on  the  extract  of  the  amount  shipped  on  the  first 
exporting  vessel,  and  a  copy  of  the  extract  showing  the  amount 
diipi>ed  on  each  subsequent  vessel  will  be  pr^ared  by  the  master  or 
agent  and  presented*  with  each  vessel's  manifest 

12.  Data  required, — ^Export  statistics  are  compiled  from  flhippers' 
declarations  and  all  data  required  on  the  prescribed  form  must  be 
furnished. 

DoTMStic  arUdes  exported. — ^The  value  of  all  articles  grown,  pro- 
duced, or  manufactured  in  whole  or  in  part  in  the  United  States  must 
be  stated  in  the  column  of  ^  United  States  products.'* 

Foreign  articles  exported. — ^The  value  of  articles  of  foreign  origin 

shipped  out  of  the  United  States  in  the  same  condition  as  imported 

4  must  be  stated  in  the  column  of  ^Foreign  products."    If  foreign 

^  articles  are  subjected  to  any  process  of  manufacture  or  alteration  in 

^  the  United  States  they  become  domestic  products  and  must  be  re- 

g  ported  as  such.    Thus,  sugar  refined  in  the  United  States  from  im- 

I  *  ported  raw  sugar  should  be  reported  as  a  domestic  product. 

Value. — ^When  a  sale  has  been  made  of  the  goods  shipped,  the  sell- 
ing price  should  be  stated  as  the  value.    When  the  goods  are  shipped 
on  consignment  for  sale,  or  under  other  circumstances  without  a  sale 
I  having  been  made,  the  actual  market  value  at  the  place  of  shipment 

for  exportation  should  be  stated. 

Description. — ^The  description  of  the  articles  exported  must  be 

accurate  and  complete.    General  terms,  such  as  dry  goods,  groceries, 

meats,  machinery,  millinery,  etc.,  will  not  be  accepted.    In  the  case 

of  cheese  the  declaration  must  state  whether  filled  or  unfilled; 

^  oleomargarine,  whether  colored  or  uncolored;  butter,  whether  pure, 

i  adulterated,  or  renovated. 

I  Packages. — ^The  kind  of  packages  as  boxes,  barrels,  etc.,  and  the 

I  net  weight,  exclusive  of  outer  coverings,  must  be  specified. 

Quantity. — ^The  total  quantity  of  each  article  expressed  in  the 
usual  measure  of  pounds,  yards,  gallons,  etc.,  must  be  stated.  Do- 
mestic spirits  exported  must  be  stated  in  gallons  of  50  per  cent  alco- 
holic strength. 

Country  of  destination. — ^The  country  of  final  destination  of  goods — 
that  is,  the  country  to  which  the  goods  are  sold  or  consigned — ^must 
be  shown.  Special  care  should  be  exercised  to  state  the  final  destina- 
tion of  goods  shipped  through  Canada  to  Europe  and  of  goods  trans- 
shipped in  the  United  Kingdom,  the  Netherlands,  Germany,  and 
France  en  route  to  other  countries. 


InapeoHan  oert^aieB. — ^Process  batter,  or  adulterated  or  reno- 
vated butter,  must  be  accompanied  by  certificate  of  purity  issued  by 
the  United  States  inspector  of  dairy  products.  Certificate  of  in- 
spection must  be  presented  to  the  collector  for  meat  and  meat-food 
products  exported  as  required  by  the  regulations  of  the  Department 
of  Agriculture. 

Sale  of  printed  blanks4 — Shippers'  export  declarations  may  be 
obtained  from  collectors  of  custcxns  at  the  price  of  two  for  1  cent  or  $5 
fer  thousand.  The  export  declarations  may  be  printed  by  private 
parties,  providing  they  conform  strictly  to  the  official  form  in  size, 
wording,  color,  and  arrangement,  including  the  instructions  printed 
on  the  back  thereof. 

(742«a-L)  W.  G.  McAdoo, 

Secretary  of  the  Treasury. 
WHiLiAM  6.  Redfield, 

Secretary  of  Oommerce. 


Treasazj  Department 
Ciwtoini  Cat.  Ifo.  7S01. 
T.   D.    3fi969. 
C.  D..  Oct  12-16. 


BEQUKST   FOB   nCMSDIATB    CLBABANGb 

U.  S.  CUSTOMS  SBRVIGB, 
CSOLIXCnON  DiSTBICT  No. 

Port  of -L 


191--, 


I. 


( Maater,  o?mer,  or  agent  of  Teasel. ) 
of  the 

( Flag,  motive  power,  and  name  of  Teseel. ) 
ber^y  request  that  clearance  be  granted  Immediately  to  the  above-named  vessel 

to  proceed  to  the  port  of ,  country  of 

prior  to  the  filing  of  a  complete  manifest  of  all  cargo  on  board  as  required  by 
sec.  4197,  Revised  Statutes,  and  prior  to  the  filing  of  shippers',  owners*,  or  con- 
signors' export  declarations  as  required  by  sec  4200,  Revised  Statutes,  on 
condition  that  a  complete  manifest,  together  with  the  shippers*  export  declara- 
tions  or  certified  extracts  thereof,  will  be  filed  on  the  next  business  day  after 
the  departbre  of  said  vessel,  and  in  the  event  of  shippers*  export  declarations 
not  having  been  received,  that  pro  form^  declarations  on  Customs  Form  Cat.  No. 
7303  will  be  filed  with  the  complete  manifest,  and  the  delinquent  shippers* 
declarations  will  be  filed  within  fifteen  (15)  days  after  the  date  of  the  clearance 
of  the  vesseL 


(Maater,  owner,  or  agent  of  venel.) 


rn  or  TEaisL  to  fboducx  oohputi  MASinm  aiid  bcpor  mcuKATions. 
ow  all  men  hj  these  presents,  Tbat ■ 


,  address -_ ■ 

,  adO  ress . 

iretles,  are  held  and  firmlf  boand  onto  tbe  United  States  of  America  In 
urn  of  five  hundred  (fSOO)  dollars,  for  the  payinent  of  which  we  bind  onr- 
$,  onr  heire,  execntora,  admlnlfltrators,  auccmnors,  and  assigns,  jointly  and 
ally,  firmly  by  thefte  presents. 

tnesB  our  hands  and  seals  this day  of ,  191 — 

lereas  the  above-bounilen  principal  baa  requested  permission  to  clear  the 
n-named  vessel  to  the  wlthln-hanied  destination  prior  to  the  flilne  of  a 
lete  manifest  of  all  cargo  on  board,  as  required  by  sea  4197,  Revised 
itea,  and  prior  to  flllnK  of  ahlppers',  owners',  or  conatgnors'  export  declare 
thereof  as  required  by  sec  4200.  Revised  Statutes : 

w,  therefore,  the  condition  of  this  bond  la  such  that  If  the  above-tMtiDden 
srs  shall  deliver  to  the  collector  of  cuatoms  at  the  port  of  exportation  a 
lete  outward  manifest  of  all  cargo  on  board  said  vessel,  with  the  particulars 
of,  as  required  by  sec.  41BB,  Bevlsed  Statutes,  together  with  certlfie<l  ex- 
B  of  shippers'  declarations  (or  such  declarations  as  have  been  lodged  with 
>,  not  later  than  the  next  business  day  after  the  departure  of  the  said 
1,  and  in  the  event  of  the  shippers'  export  declarations  not  having  been 
red  shall  file  a  pro  forma  exiwrt  declaration  with  the  completed  manifest, 
also  shall  cause  to  be  delivered  to  the  collector  of  customs  within  fifteen 
after  the  clearance  of  the  said  vessel  all  delinquent  shippers'  export  decla- 
ns  In  the  prescribed  form ;  and  for  fallnre  to  file  the  completed  vessel's 
fest,  as  aforesaid,  shall  pay  to  the  collector  of  customs  as  liquidated  dam* 
the  sum  of  five  hundred  ($500)  dollara,  and  for  each  actual  shippers' 
rt  declaration  not  filed  within  the  prescribed  time  shall  pay  to  the  collector 
stoma  the  sum  of  fifty  (SSD)  dollars  as  liquidated  damages;  the  aggregate 
latcd  damages  under  this  bond  not  to  exceed  five  hundred  (9tS0O>  dollars; 
this  obligation  to  be  void,  otherwise  it  shall  remain  Id  full  fwce  and  effect 
[L.  e.] 

[1.  S.I 

[1.  B.1 

[ned,  sealed,  and  delivered  In  the  preauKe  of — 
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Cosloimi  Cat  No.  7808. 

T.  D.  35969. 

C  T>.,  Oct  12-15. 


United  Statts  CiMtome  Senrlcc 
CbUectlon  District  Now  -. 


PRO  TOBMA  EZFOBT  DBCLASATION. 


(A  Statement  on  t&lB  form  must  be  presented  with  vessd  manifest  or  car  way- 
bill for  all  goods  unaccompanied  by  shipper's  export  declarations,  and  bond 
given  to  produce  soch  declarations.  Term  bond  may  be  given  if  desired. 
Statistics  are  not  to  be  complied  from  this  form  unless  declaration  can  not  be 
pfodiiced.) 
Btatement  of  all  merdiandise  for  which  shipper's  export  declarations  have 

not  been  received  shipped  in  the : , 

(Tlag^  motivo  pow«r,  sad  name  of  veeeel  or  carrier.) 

cleared  from  port  of for  foreign  port  of , 

country  of ,  on ,  19— 


flhIppVB. 

towhldi 

-  -  ^  - » 
upoffea. 

Milks 

and 

Artlota. 
PaAafM  and  qnnlttiM. 

ICaiketvaloB. 

Thisool- 

amnfor 

eoBUnoM 

use. 

Domertlo 
goods. 

PonlSB 
goods. 

Deolan- 
tkn  re- 
ceived. 

< 

I  certify  that  the  above  statement  is  complete,  tme,  and  correct  to  the  best  of 
my  knowledge,  information,  and  belief. 

Master,  Conductor,  or  Agent  of  Carrier. 
I>e<daied  to  before  me  on ,  191 — 

Deputy  Collector. 

BOND  TO  FBODUCE  SHIFFES'S  SXFOST  OBCLAaATION   I0B  GOODS  EXPOBTED  TO  CANADA 

OB  MEXIOO  BT  CAB,  VXHICLE,  OB  FEBBT. 

(Bond  for  shipments  by  vessel  to  foreign  countries  and  noncontignons  terri- 
tories on  Customs  Gat  No.  7301.) 

Know  all  men  by  these  presents,  that 

of ^ ,  as  principal, 

and -™_ of 

as  sureties  are  held  and  firmly  bound  unto  the  United  States  of  America  in  the 
sum  of dollars,  for  the  payment  of  which  we  bind 
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onnelTM,  our  belra,  execators,  admlalatraton,  soccessora,  aod  n«iyn«,  jointly 
and  Kverallr,  flrmly  by  these  presenL 

Wttneaa  our  bands  and  seaU  tbla day  of ...,  101-_ 

Wbereag  tbe  above-bonndea  prlDClpal  requefits  pertolsslon  to  export  the 
wltblD-descrlbed  merchandlae  to  the  wlthlD-named  desHnatlona  wttboDt  pro- 
ducing at  tbe  time  of  exportation  the  shipper's  export  declarotloDS  as  required 
br  act  of  Marcb  S,  1803. 

Now.  therefore,  ttie  condition  of  this  obligation  Is  such,  that  It  the  obore- 
boundea  principal  shall  cause  to  be  delivered  to  tbe  collector  of  customs  at  the 
port  of  exportation  within  fifteen  calendar  days  after  the  date  of  exportation, 
the  nblpper's  exiMrt  decIaratlonB  In  tbe  prescribed  form  for  the  withln-descrlbed 
merchaudlse,  and  In  case  of  default  shall  pay  to  the  said  coUectbr  of  customs 
the  sum  of  fifty  ($50)  dollars  bb  liquidated  damages  for  each  shipper's  export 
declaration  not  filed  within  the  said  fifteen  days,  then  this  obligation  shall  be 
Totd  ;  otherwise  It  shall  remain  In  full  force  and  effect 
Signed,  sealed,  aad  delivered  In  the  presence  of — 

[seal.] 

[  SKAU] 

[aiii-] 


This  form  will  be  filed  In  binders  by  Tenwls  or  carriers  a 
of  delinquent  declarations. 


customhouse  record 


PEBMIT  TO  L 


To  tUv  Maalcr  of  Ihg  . 


C  BOHDD)  HISRHAnDlSE  FOB  KSFOBTATIOH  BT  SKA. 

District  of . .  II 


Tbe  following  merchandise  under  bond  for  exportation  has  been  Inq)ected  and 
may  be  laden  for  exportation: 


iLUKimiKinain-    v_i_  ■     ■* 


Name  of  bonded  carrier  _ 


(Ifu 


,  Inspector  of  Ctutoitu. 

Bonded  merchandise  mast  not  be  exported  unless  a  permit  to  lade  has  been 
granted.  This  permit  to  be  attached  to  vessel's  manifest  when  presented  to  tbe 
coUector  for  dea  ranee. 


WASBiHOioM ;  ooTsaifHBirT  pBiMiiHa  OTFica :  ins 


ADDITIONAL  COPIES 

or  THIS  PTBUCAnON  MAT  BE  PEOCURED  PROM 

THB  SUTERIMTEXDENT  OP  IXKXMKMTS 

OOVERNMEKT  FRINTDrO  OPHCK 

WASmNGTOK,  D.  C. 

AT 

5  CENTS  PER  COPY 


of  Npm  fork 


Report  of  Committee  on  the  Federal  Trade 

Commission 


New  York,  May  20,   1915. 


To  the  Board  of  Directors 


THE  Committee  on  the  Federal  Trade  Commission  sub- 
mits the  following  report  embodying  its  general  views 
and  suggestions  concerning  the  subject  of  Export  Trade, 
which  it  is  understood  will  be  one  of  the  first  subjects  to  be 
considered  by  the  Federal  Trade  Commission. 

The  exports  of  merchandise  of  the  United  States  increased 
from  about  $1,400,000,000  in  1910  to  about  $2,400,000,000 
in  1913.  The  merchandise  exports  of  the  five  leading  countries 
of  the  world  are  as  follows : 

United  States  ( 1913) $2,428,000,000 

United  Kingdom  (1912)..   2,371,000,000 

Germany  (1912) 2,131,000,000 

France  ( 1912) 1,295,000,000 

Netherlands    ( 1912) 1,251,000,000 

No  stronger  proof  than  these  figures  can  be  offered  of  the 
vast  importance  of  our  export  trade  to  our  domestic  industries 
and  commerce  of  every  kind,  and  the  problems  of  how  best 
to  foster  and  develop  that  trade  may  most  properly  claim 


the  consideration  of  the  Federal  Trade  Commission.  In 
imdertaking  to  do  this  it  is  believed  that  the  Commission  will 
be  aided  by  having  before  it  a  brief  but  clear  presentation  of 
the  agencies  and  methods  now  employed  in  promoting  export 
business,  and  therefore  the  following  resume  of  them  is  sub- 
mitted : 

I.    JOINT  AGENCIES  t 

While  co-operative  combinations  between  competitors  at 
present  are  closely  restricted  by  law,  it  appears  that  Congress 
proposes  to  consider  the  expediency  of  legislation  which,  under 
proper  regulations,  will  permit  co-operation  between  competi- 
tors in  respect  to  export  business.  This  expectation  is  based 
on  Section  6,  paragraph  (h),  of  the  Federal  Trade  Commission 
Act,  which  specifies  that  the  Commission  shall  have  power — 

"To  investigate,  from  time  to  time,  trade  conditions 
in  and  with  foreign  countries  where  associations,  com- 
binations, or  practices,  of  manufacturers,  merchants, 
or  traders,  or  other  conditions,  may  affect  the  foreign 
trade  of  the  United  States,  and  to  report  to  Congress 
thereon,  with  such  recommendations  as  it  deems  advis- 
able." 

Combinations  of  manufacturers  for  the  promotion  of  their 
mutual  interests  in  export  business  have  existed  in  various 
forms  for  many  years,  and  an  investigation  of  the  results  ac- 
complished by  them  should  aflford  evidence  concerning  their 
usefulness  in  the  forms  in  which  they  have  thus  been  tested. 
One  of  these,  for  example,  comprises  five  manufacturers 
located  in  Philadelphia,  who  for  several  years  have  united  in 
the  publication  of  joint  advertisements  intended  to  reach  for- 
eign customers,  and  in  other  arrangements  for  the  promotion 
of  their  mutual  interests,  their  several  lines  of  product  being 


distinct  and  non-competitive.     The  manufacturers  thus  re- 
ferred to  are  the  following : 

Henry  Disston  &  Sons,  Inc., 

North  Brothers  Manufacturing  Co., 

Miller  Lock  Co., 

Fayette  R.  Plumb,  Inc., 

The  Enterprise  Manufacturing  Co.  of  Pa. 

Probably  investigation  will  disclose  the  existence  of  other 
similar  organizations,  and  an  investigation  of  the  results 
accomplished  by  them  should  furnish  information  of  interest 
and  value. 

In  other  cases  a  group  of  manufacturers  have  united  in  the 
employment  of  one  or  more  salesmen  to  canvass  foreign  mar- 
kets in  the  interest  of  their  combined  lines  of  product.  While 
in  some  cases  this  plan  has  been  moderately  successful,  in 
others  it  has  failed  because  of  the  practical  impossibility  of 
one  salesman  becoming  sufficiently  familiar  with  the  technical 
details  of  a  number  of  unrelated  lines  of  product  to  qualify 
as  an  expert  in  all  of  them,  and  to  present  them  effectively  to 
customers.  The  difficulty  thus  implied  has  gfreatly  been  en- 
hanced where  the  salesman  has  not  been  able  to  present  his 
arguments  in  the  language  of  the  country  in  which  the  cus- 
tomers w^ere  located. 

The  joint  agency,  while  sound  in  theory,  apparently  has  not 
often  proved  satisfactory'  in  practice.  Such  agencies  hereto- 
fore have  usually  related  to  groups  of  non-competitive  manu- 
facturers, and  the  divergence  of  the  interests  thus  artificially 
brought  together  doubtless  has  been  a  reason,  perhaps  the  chief 
reason,  why  such  joint  agencies  have  not  been  more  successful 
and  satisfactory.  The  associations  in  foreign  countries  to 
which  the  v^oregoing  quotation  refers,  are  usually  composed,  on 
the  contrar)',  of  groups  of  competitive  manufacturers,  having 
like  interests  and  thus  constituting  each  a  homogeneous  unit. 


rhere  is  abundant  evidence  to  show  that  associations  of  this 
and  have  been  of  vast  benefit  to  their  members.  The  fact 
hat  they  are  countenanced,  and  even  encouraged,  by  the  Gov- 
imments  of  the  respective  countries  in  which  organized,  not- 
ibly  in  the  case  of  Germany,  imphes  that  they  have  also  been 
>f  benefit  to  the  communities  in  which  located,  and  have  earned 
he  sanction  of  public  approval.  It  is  to  be  hoped  that  the 
nvestigations  of  the  Commission  will  bring  to  light  such  reli- 
ible  and  complete  evidence  as  will  enable  Congress  to  see 
:learly  what  legislation  may  be  expedient  and  proper  to  enable 
Vmerican  manufacturers  and  merchants  by  similar  means,  to 
:ompete  successfully  in  foreign  markets  with  those  of  the 
>ther  great  nations,  and  thus  to  promote  the  development  and 
jfosperity  of  American  industry  and  commerce. 

2.    EXPORT  COMMISSION  HOUSES  i 

These  are  mercantile  houses,  usually  located  in  one  of  the 
)rincipal  export  cities,  having  arrangements  with  numerous 
lomestic  manufacturers  whom  they  represent  in  foreign  mar- 
cels, and  having  more  or  less  numerous  connections  in  such 
narkets  whereby  they  effect  the  distribution  of  the  lines  of 
joods  which  they  undertake  to  represent.  Many  of  these 
louses  have  been  long  established,  have  large  capital  and  are 
.■ery  successful.  Probably  the  small  manufacturer  can  avail 
)£  no  better  channel  through  which  to  develop  an  export  busi- 
less  in  his  products. 

3.    DIRECT  REPRESENTATION! 

A  limited  number  of  very  large  manufacturers  in  the  United 
states,  whose  export  business  is  of  sufficient  volume  to  justify 
:he  expense  involved,  maintain  celling  organizations  of  their 
)wn  in  various  foreign  countries,  through  which,  by  means  of 


their  own  salesmen,  thev  solicit  and  conduct  business  in  sub- 
stantially  the  same  manner  as  in  the  domestic  market,  except 
as  modified  to  conform  to  local  conditions.  Undoubtedly  this 
method  is  better  than  any  other  in  cases  where  the  volume  and 
character  of  the  business  warrants  the  expensive  organization 
which  it  implies. 

4.    GOVERNMENTAL  AID: 

The  assistance  given  heretofore  by  the  Federal  Government 
to  citizens  engaged  in  export  trade  has  consisted  chiefly  in  the 
information  gathered  through  two  channels,  as  follows,  viz. : 

(a)  Consular  Reports.  Some  of  these  are  helpful,  but 
many  of  them  are  more  academic  than  practical,  consisting 
largely  of  information  of  a  general  character  but  of  small 
commercial  value.  If  this  work  could  be  done  under  the  guid- 
ance of  well  prepared  instructions,  compiled  here  by  technical 
experts,  it  is  believed  that  it  could  be  much  improved  and  made 
of  substantial  value. 

(b)  Commercial  Attaches.  A  number  of  these  are  now 
employed  under  the  jurisdiction  of  the  Department  of  Com- 
merce, and  it  is  believed  that  their  work,  if  properly  developed, 
can  be  made  effective  and  useful  as  supplementary  to  that  of 
the  consular  officers.  For  this  purpose  it  is  highly  desirable 
that  the  persons  selected  should  have  technical  knowledge  and 
experience  in  at  least  some  of  the  lines  of  commerce  which 
they  are  to  investigate.  Their  investigations  should  cover 
methods  of  production  and  distribution  which  have  contributed 
to  the  success  of  manufacturers  in  other  countries,  in  securing 
trade  in  the  neutral  markets  of  the  world.  They  should  be 
instructed  and  authorized  to  collect  samples,  catalogues,  price- 
lists  and  statistics  relating  to  products  which  are  active  in  for- 


;n  trade,  especially  those  in  whicii  this  country  is  seeking 
increase  its  activities,  Tlie  material  thus  gathered,  when 
:eived  here,  should  be  made  accessible  at  convenient  points 
roughoiit  the  United  States  to  those  who  are  interested  and 
lo  may  profit  by  the  information  it  affords.  Heretofore  the 
nerican  manufacturer,  in  seeking  foreign  trade,  has  sought 
iefly  to  sell  the  goods  which  he  already  makes,  instead  of 
iking  also  to  ascertain  the  goods  which  the  foreign  market 
lis  for,  in  order  then  to  consider  whether  or  not  he  can  organ- 
;  to  furnish  them.  The  work  of  the  Commercial  Attaches 
Duld  be  helpful  in  the  latter  direction. 

5.  EXPORT  ASSOCIATIONS  t 

A  number  of  these  have  been  organized  for  the  purpose  of 
omoting  the  interests  of  their  members  in  developing  busi- 
ss  in  foreign  markets.  Among  these,  in  this  vicinity,  are 
e  following: 

National  Association  of  Manufacturers,  New  York, 
American  Manufacturers'  Export  Association,  New  York, 
The  Philadelphia  Commercial  Museum,  Philadelphia,  Pa. 

Investigation  will  doubtless  disclose  other  organizations  of 
tiilar  character  elsewhere.  All  of  these  associations  have 
cumulated  much  information  concerning  foreign  markets, 
id  will  doubtless  be  disposed  to  place  this  at  the  service  of 
e  Federal  Trade  Commission,  and  to  confer  with  the  latter 
nceming  the  development  of  its  work  in  the  export  field. 

6.  BANKING  CONNECnONS  I 

Banking  connections  between  an  exporting  country  and  the 

untries  to  which  it  exports,  bear  an  imporant  relation  to 

1  export  business,  and  in  this  respect  this  country  has  hereto- 
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fore  been  at  a  great  disadvantage  with  its  chief  competitors, 
especially  with  Great  Britain  and  Germany. 

The  Federal  Reserve  Act  by  making  provision  for  the  estab- 
lishment, by  national  banks,  of  branches  in  foreign  countries, 
has  opened  the  door  for  progress  in  this  important  matter, 
and  the  National  City  Bank  of  New  York,  has  taken  the 
initiative,  and  has  set  a  most  excellent  example  by  opening 
branches  in  Buenos  Aires  and  Rio  de  Janeiro.  It  is  also  doing 
valuable  work  by  issuing  a  monthly  bulletin,  giving  informa- 
tion of  great  practical  value  concerning  market  conditions  in 
South  America,  which  is  of  direct  use  to  American  exporters. 
It  is  to  be  hoped  that  the  example  thus  set  will  increasingly 
be  followed,  so  that  in  time  the  facilities  of  American  manu- 
facturers and  merchants  for  the  conduct  of  financial  transac- 
tions in  South  America  will  equal  those  of  their  European 
competitors. 


7.    MAIL  SERVICE: 

A  lower  rate  of  postage  to  foreign  countries,  especially  to 
those  of  South  America,  would  be  helpful  to  our  export  busi- 
ness. We  now  have  a  two-cent  rate  to  Egland  for  mail  car- 
ried on  English  ships,  and,  prior  to  the  war,  had  a  similar  rate 
for  mail  to  Germany  when  carried  on  German  ships.  It  is 
suggested  that  the  Commission  should  give  consideration  to 
the  question  of  extending  the  two-cent  rate  to  other  countries, 
especially  to  those  with  which  we  hope  to  do  a  considerable 
export  business. 

In  like  manner  the  extension  of  the  parcels-post  service  will 
be  of  great  benefit  to  our  export  trade  by  facilitating  the  trans- 
mission of  samples,  and  the  delivery  of  articles  of  light  weight. 
The  recommendations  of  the  Commission  in  this  respect  will 
doubtless  carry  much  weight  with  Congress. 


I  I 


&    MERCHANT  MARINE: 

Complete  unanimity  of  opinion  prevails  as  to  the  handicap 
to  our  export  trade  which  will  exist  so  long  as  it  is  carried 
wholly  or  chiefly  in  foreign  bottoms,  and  as  to  the  great  desir- 
ability of  reestablishing  our  merchant  marine.  Unfortunately, 
however,  thus  far  there  has  developed  no  unanimity  of  opinion 
as  to  how  this  most  desirable  end  can  best  be  accomplished. 
Until  we  have  direct  and  adequate  mail  and  freight  service  be- 
tween this  country  and  its  export  markets,  American  exporters 
will  continue  to  be  at  a  disadvantage  as  compared  with  their 
foreign  competitors.  It  is  greatly  to  be  hoped  that  the  investi- 
gations of  the  Commission  may  throw  light  on  this  problem 
and  assist  in  crystallizing  public  opinion  concerning  it. 

9.    UNITED  STATES  NAVYt 

Public  sentiment  is  now  united  in  favor  of  the  maintenance 
by  this  country  of  an  adequate  navy,  opinions  differing  only  as 
to  what  this  may  properly  imply.  The  relationship  of  the 
navy  to  our  export  trade  is  direct  and  important.  We  need 
the  navy  to  protect  our  merchant  marine  in  case  of  war,  to 
lend  support  and  dignity  to  any  demand  we  may  justly  have  to 
make  in  the  future  on  any  other  country,  and  to  make  the 
American  flag  known  and  respected  in  all  important  ports  of 
the  world.  American  exporters,  therefore,  are  justified,  both 
by  national  and  personal  interests,  in  supporting  all  reasonable 
plans  for  maintaining  the  efficiency  of  the  navy  on  a  basis  ade- 
quate to  our  national  needs. 

ja    TREATY  WITH  RUSSIA: 

The  treaty  between  between  the  United  States  and  Russia, 
which  had  been  in  effect  for  many  years,  was  abrogated  a  few 
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years  ago.  Russia  already  constitutes  a  very  important  market 
for  American  manufacturers,  and  the  future  possibilities  of 
this  market  are  vast  and  of  gfreat  importance.  In  view  of  the 
friendly  relations  now  existing  between  the  two  countries,  it 
would  seem  that  it  should  not  be  difficult  to  renew  the  former 
treaty,  or  to  formulate  and  agree  upon  a  better  one.  It  is  to 
be  hoped  that  the  Commission  may  see  fit  to  bring  this  impor- 
tant subject  to  the  attention  of  Congress  in  such  manner  as  to 
induce  action  upon  it  at  an  early  date. 


it.    CONCLUSIONS: 

As  indicated  by  the  foregoing  outline,  the  subject  of  our 
export  trade  is  one  of  vast  and  growing  importance.  It  is 
hoped  and  believed  that  the  investigation  of  it,  undertaken  by 
the  Federal  Trade  Commission,  may  yield  results  which  will 
tend  in  many  ways  to  aid,  develop  and  extend  the  exports  of 
American  products  of  every  kind  and  to  all  the  markets  of  the 
world.  The  record  shows  that  the  efforts  heretofore  made  by 
American  manufacturers  to  promote  the  development  of  their 
export  business  by  co-operative  arrangements,  have  consisted 
chiefly,  if  not  wholly,  of  associations  of  non-competitive  manu- 
facturers. It  is  believed  that  investigation  by  the  Commission 
will  show  that,  if  such  associations  have  been  few  in  number 
and  of  slight  value  in  results,  the  chief  cause  lies  in  the  fact 
that  the  parties  and  products  so  brought  together  were  non- 
competitive and  therefore  without  any  effective  basis  of  com- 
mon interest 

An  individual  who  represents  five  lines  of  product,  say 
boots  and  shoes,  canned  foods,  machine  tools,  clocks  and  drugs, 
no  matter  how  intelligent  or  how  expert  in  possibly  one  of 


these  lines,  cannot  have  such  complete  technical  knowledge 
and  experience  concerning  all  of  them  as  to  qualify  him  to  pre- 
sent them  effectively  and  to  discuss  them  with  expert  cus- 
tomers. The  non-competitive  character  of  the  lines  is  an  un- 
natural bond  of  union  which,  if  it  does  not  imply  ultimate  fail- 
ure, offers  little  hope  of  successful  results.  An  individual  who, 
on  the  contrary,  represents  a  series  of  competitive  lines,  say 
for  example,  the  product  of  five  different  plants  making  lines 
of  machine  tools,  if  at  all  qualified  for  his  work,  is  qualified  to 
represent  all  five  of  his  clients,  effectively  and  equally.  But 
such  an  arrangement  among  competitors  implies  agreements 
among  them  not  only  for  the  apportionment  of  expenses,  hut 
also  for  the  apportionment  of  some  or  all  of  the  resulting  busi- 
ness, and  further  agreements  for  the  equalization  of  their 
prices  for  similar  articles.  Arrangements  of  this  kind,  at 
present  forbidden  by  our  laws,  are  sanctioned  and  encouraged 
by  the  laws  of  other  countries,  and  are  believed  to  have  been 
a  large  factor  in  the  building  up  of  their  export  trade.  Section 
6  of  the  Federal  Trade  Commission  Act,  which  is  quoted 
above,  authorizes  the  Commission  to  investigate  these  prac- 
tices in  foreign  countries  "and  to  report  to  Congress  thereon, 
with  such  recommendations  as  it  deems  advisable."  It  is  be- 
lieved that  no  other  subject  is  of  greater  importance  in  con- 
nection with  the  study  of  plans  for  the  promotion  of  our 
export  trade,  and  it  is  to  be  hoped  that  the  information  on 
this  subject  which  will  be  gathered  by  the  Commission,  when 
laid  before  Congress,  will  enable  the  latter  to  perceive  how  our 
present  laws  may  be  so  amended  as  to  place  our  manufacturers 
and  merchants  on  a  basis  of  full  equality  with  their  competi- 
tors in  the  neutral  markets  of  the  world,  by  means  of  co-opera- 
tive methods,  which,  while  thus  benefiting  those  engaged  in 
the  export  of  American  products,  both  employer  and  employe, 


will  in  no  way  work  to  the  detriment  of  the  still  larger  number 
of  those  engaged  in  purely  domestic  industry  and  commerce. 

RespecfuIIy  submitted, 

Henry  R.  Towne, 

Chairfuau. 

Waldo  H.  Marshall  William  Hamlin  Childs 

Gilbert  H.  Montague  W.  M.  Gladding 

Committee  on  Federal  Trade  Commission 


The  Committee  on  Foreign  Trade  concur  in  the  foregoing 
report. 

Paul  Fuller,  Jr., 

Chairman. 

Wm.  H.  Douglas,  Franklin  Johnston, 

Lircius  R.  Eastman,  Philip  B.  Kennedy, 

E.  A.  DeLima,  J    A.  Terry, 

C.  F.  Gregory,  Gustav  Vintschger, 

Silas  D.  Webb. 


At  a  meeting  of  the  Board  of  Directors  of  the  Merchants' 
Association  of  New  York,  held  May  20,  1915,  the  foregoing 
report  was  unanimously  approved. 

S.  C.  Mead, 
Secretary, 
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A  FUNDAMENTAL  DEFECT  IN  THE  ACT  TO  REGU- 
LATE COMMERCE. 

BT 

CHARLES  A.  PROUTY, 

OF  NEWFOBT,  YEBMONT. 

The  most  important  social  question  before  this  country  today 
is  the  regulation  of  its  railways.  For  the  last  two  years  this  has 
been  the  foremost  political  issue,  and  it  will  probably  occupy 
that  place  imtil  settled. 

This  arises  from  the  nature  of  the  matters  involved.  Three 
hundred  years  ago  Lord  Bacon  pointed  out  that  a  prime  essen- 
tial to  national  growth  was  facility  to  communication.  So  true 
is  this  that  in  all  ages  the  ways  over  which  this  communication 
must  be  conducted  have  been,  as  a  rule,  provided  by  the  sover- 
eign.   The  highway  has  been  the  King's  and  so  public. 

When  the  Stourbridge  Lion,  the  first  locomotive  ever  operated 
in  the  United  States,  was  brought  over  from  England,  and  set 
upon  the  rails  prepared  for  it  by  the  Delaware  &  Hudson  Canal 
Company,  the  significance  of  the  railroad  was  little  compre- 
hended. It  has  come  to  be  the  principal  means  of  physical  com- 
munication. Whoever  to-day  possesses  these  avenues  of  trans- 
portation with  the  right  to  impose  whatever  tolls  he  may  elect, 
holds  the  commercial  dominion  of  this  land;  for  he  can  deter- 
mine where  business  shall  be  done,  by  whom  it  shall  be  done, 
and  he  can  appropriate  to  himself  an  undue  share  of  the  profits. 
The  railway  is  now  our  main  highway.  Since  it  must  be  used 
by  all,  and  since  preference  in  its  use  gives  to  the  favored  one 
an  advantage  over  his  competitor,  even  to  the  point  of  final 
extinction,  it  follows  that  this  highway  must  be  public,  other- 
wise we  have  in  process  of  time  a  nation  of  commercial  masters 
and  slaves. 

As  soon  as  experience  began  to  make  this  obvious  attempts  to 


K-c-ure  to  the  public  its  rights  in  these  highways  also  began. 
The  first  serious  effort  towards  railway  regulation  in  this  coun- 
try originated  in  the  so-called  Granger  movement  in  the  70's. 
The  method  adopted  was  usually  the  establishment  of  a  com- 
mission with  authority  to  fix  the  rate,  either  absolute  or  maxi- 
mum, which  the  railway  might  charge,  and  the  constitutionality 
of  this  method  as  applied  to  state  business,  was  sustained  by 
the  Supreme  Court  of  the  United  States  in  a  long  line  of 
decisions. 

The  same  court  held  that  with  respect  to  interstate  traffic  the 
state  could  exercise  no  control  even  over  that  part  of  the  haul 
entirely  within  the  state,  since  this  authority  had  been  reserred 
by  the  commerce  clause  of  the  federal  constitution  to  Congress. 
That  body  acting  upon  this  intimation  of  the  court,  in  1887 
enacted,  for  the  regulation  of  interstate  railway  operations,  the 
Act  to  Regulate  Commerce,  which  has  been  much  altered  and 
strengthened  by  the  amendments  of  Jnne,  1906. 

The  commission  plan  of  regulation  has  been  generally  adhered 
to  by  the  states,  and  the  same  plan  was  selected  by  Congress. 
It  has  worked  fairly  well  in  the  states,  and  the  commission  idea 
must  probably  be  applied  to  the  regulation  of  rates  by  the 
national  government;  but  it  often  happens  that  what  gives 
satisfaction  in  a  small  way  proves  unsuitable  when  applied  to 
larger  operations.  I  have  felt  that  the  present  plan  of  the  Act 
to  Regulate  Commerce  should  be  substantially  modified,  and 
desire  to  call  your  attention  to  what  seems  to  me  a  fundamental 
defect  in  that  Act. 

Every  discussion  of  this  subject  should  begin  with  a  clear 
apprehension  of  the  problem.  The  railway  has  come  to  take  the 
place  of  a  public  highway,  and  some  method  must  be  found  to 
make  it  such.  This  means  that  the  government  must  see  to  it 
that  our  railways  are  open  to  all  members  of  the  public  alike, 
and  that  the  charges  made  for  their  use  are  reasonable.  We 
must,  I  think,  go  still  further,  and  see  that  the  facilities  pro- 
vided are  adequate. 

But  these  highways,  while  public  in  their  use,  are  private  in 


ownership,  and  the  capital  invested  has  been  put  there  npon 
the  representation  that  it  shall  be  allowed  to  earn  a  return. 
While,  therefore,  the  government  must  protect  the  citizen  in 
the  use  of  these  avenues  of  transportation,  it  must  also  protect 
the  individual  in  the  enjoyment  of  his  property. 

An  examination  of  the  present  Act  to  Regulate  Commerce 
shows  that  the  authors  of  this  statute  had  in  mind  both  these 
ideas.  The  affirmative  provisions  of  that  Act  are,  that  charges 
for  services  rendered  shall  be  reasonable,  and  that  no  tmdue 
discrimination  shall  be  made  between  different  persons.  Other- 
wise stated,  these  highways  shall  be  open  to  the  whole  public 
alike,  and  upon  fair  terms.  To  secure  these  benefits  there  are 
certain  requirements  with  respect  to  the  publication  and  observ- 
ance of  tariffs,  the  keeping  of  accounts,  etc.,  and  severe  penalties 
are  provided  for  infractions  of  the  statute.  A  Commission  is 
created  and  that  Commission  is  required  by  the  terms  of  the  Act 
to  enforce  its  provisions. 

Here  then  is  a  clear  recognition  of  the  first  idea.  It  is  the 
affirmative  duty  of  the  Interstate  Commerce  Commission  to 
see  that  railways  do  not  impose  upon  the  public  unreasonable  or 
discriminative  charges. 

A  further  examination  of  the  statute  shows  that  the  second 
idea  is  also  present.  This  Commission  is  not  merely  charged 
with  the  duty  of  enforcing  the  Act,  but  is  also  constituted  a 
quasi-judicial  tribimal  with  authority  to  sit  as  arbitrator  between 
the  railroad  and  the  people.  The  Act  provides  that  any  party 
may  complain  to  the  Commission  that  a  railway  subject  to  its 
jurisdiction  is  in  violation  of  the  terms  of  the  statute,  and  that 
the  Commission,  upon  receiving  such  complaint,  shall  proceed 
to  investigate  and  determine  the  matter.  The  proceedings  under 
this  provision  assume  much  the  nature  of  a  trial  in  court.  The 
complaint  is  served  upon  the  railway,  which  is  required  to 
answer.  After  issue  is  joined  evidence  is  taken,  arguments 
heard,  and  the  case  decided.  The  amended  Act  expressly  pro- 
vides that  no  order  shall  be  made  until  after  a  full  hearing  upon 
complaint 


this  is  to  provide  an  impartial 
ermine  durges  against  railways, 
d,  nor  their  practices  condemned, 
)  be  heard. 

that  both  these  ideas  must  find 
adequately  and  justly  regulates 
te  inclined  to  say  that  when  the 
bunal  before  which  a  complaint 
emedy  can  be  given,  ita  full  part 
)i  person  mnst  then  make  and 

lie  tact  that  it  is  the  duty  of  the 
ray  public,  not  merely  to  provide 
By  secure  these  benefits  himself; 
are  in  the  very  nature  of  things 

The  domestic  fuel  of  New  Eng- 
11  assume  for  the  moment,  with- 

rate  upon  which  this  commodity 
consumer,  is  25  cents  per  ton  too 
of  New  England  is  perhaps  10,- 

the  excessive  freight  rate  takee 
$2,500,000  each  year.  Since  the 
hatever  the  rate,  this  is  an  addi- 
evenues  of  the  railways  carrying 
;ntly  maintained,  adds,  upon  a 
lO  to  the  market  value  of  their 

excess  of  the  cost  of  reproducing 
Ate  of  Vermont. 

led,  who  will  prosecute  the  com- 
lints,  which  may  be  necessary  to 
iolation  of  law?  Will  the  coal 
'  Certainly  not  He  adds  the 
,  and  charges  it  to  his  customer, 
)f  twenty  tons  perhaps,  and  have 
T  of  $6.00  annually,  expend  the 


thouBands  of  dollars  necessary  to  test  this  question?  Again^ 
certainly  not;  unless  perchance  you  are  a  candidate  for  ofSce, 
and  therefore  a  friend  of  the  people. 

The  railway  is  a  public  highway  absolutely  essential  to  the 
commercial  and  industrial  life  of  this  nation.  If  a  railway  im- 
poses upon  you  in  common  with  others  an  unjust  rate,  that  is 
not  a  private  but  a  public  wrong,  which  should  be  corrected  by 
public  authority,  and  which  you  as  an  individual  cannot  be 
expected  to  redress  for  the  benefit  of  your  fellows.  Any  scheme 
of  regulation  which  does  not  embrace  this  feature  will  end  in 
failure. 

Equally  important  is  it  that  the  private  capital  invested  in 
these  public  enterprizes  should  receive  fair  consideration.  This 
is  demanded  at  once  by  the  dictates  of  justice,  and  of  self-inter- 
est. This  capital  has  been  invested  upon  the  understanding  that 
it  should  be  allowed  a  return.  It  would  be  the  grossest  of  bad 
faith,  were  it  possible,  to  deprive  that  property  of  the  right  to  a 
fair  return. 

This  is  obvious  to  all.  What  is  not  always  so  clearly  appre- 
hended is  the  danger  of  deterring  capital  from  seeking  this 
form  of  investment  in  the  future.  If  the  demands  upon  our 
railways  are  to  be  met  enormous  sums  must  be  expended  in 
extensions  and  improvements.  These  expenditures  cannot  be 
made  out  of  earnings,  they  must  come  largely  from  new  money 
drawn  from  the  investing  public.  The  ability  to  obtain  this 
now  and  hereafter  will  depend  upon  the  confidence  which  men 
have  in  the  security  of  their  investment.  It  is  not  enough  that 
earnings  are  ample  today,  if  they  are  likely  to  be  unduly  reduced 
tomorrow.  Every  system  of  regulation  should  therefore  assure 
capital  of  just  treatment. 

I  have  said  that  the  Act  to  Begulate  Commerce  at  once  in- 
structs the  Commission  to  enforce  its  provisions,  and  consti- 
tutes that  body  a  tribunal  to  pass  upon  complaints  brought 
against  railways.  It  has  been  in  the  past  one  of  the  most  serious 
reproaches  against  that  Act  that  the  Commission  was  made  by 
its  terms  at  once  a  prosecuting  officer  and  judge.     Strictly 


speaking  it  is  neither  s  prosecutor  Dor  a  jndge,  but  an  adminia- 
trative  body  bidden  to  do  justice  between  the  railways  and  the 
people.  Its  findings  have  been  in  the  past  merely  prima  facie 
and  its  orders  could  only  be  enforced  in  court  where  the  railway 
might  obtain  a  judicial  trial  de  novo.  It  must  be  admitted, 
however,  that  the  objection  to  combining  in  the  same  person  the 
duties  of  a  prosecutor  and  a  trier  ie  a  wise  one,  which  should 
seldom  be  contravened.  While  the  orders  of  the  Commission 
were  unimportant,  and  subject  to  review  in  the  courts,  the  union 
of  these  two  functions  may  have  been  well  enongb.  Plainly  a 
different  question  would  be  presented  were  the  jurisdiction  of  the 
Commission  extensive  and  its  decision  final.  That  practical 
situation  has  now  arisen.  The  jurisdiction  of  the  Commission 
has  been  enormously  increased,  and  its  decision  with  respect  to 
most  of  the  matters  which  it  hears  is,  in  my  opinion,  practically 
final.  I  feel,  therefore,  that  the  time  has  come  when  the  duties 
of  this  body  should  be  separated.  If  it  is  to  continue  to  hear  and 
determine  cases,  it  should  be  relieved  of  its  other  work.  Whether 
this  ia  so  must  depend  upon  the  character  of  the  questions  upon 
which  that  body  passes,  and  the  extent  to  which  its  conclusions 
can  be  reviewed. 

Let  us  consider  what  the  jarisdiction  of  the  Commission  cov- 
ers. The  Commission  is  not  a  judicial  body,  and  cannot  there- 
fore render  judgments  which  are  enforced  by  its  own  process, 
but  it  is  empowered  to  make  orders  which  carriers  are  required 
to  obey  under  heavy  penalty,  and  which  are  therefore  equiva- 
lent to  judgments. 

.  First:  It  may  put  upon  railways  subject  to  the  Act,  by  the 
issuance  of  orders,  certain  requirements  as  to  the  filing  of  tariffs, 
and  the  keeping  of  accounts.  These  refer  strictly  to  the  admin- 
istrative work  of  the  Commission,  and  need  not  be  considered 
here. 

Second :  It  may  award  damages  for  violations  of  the  Act, 
The  nature  and  effect  of  these  orders  will  be  referred  to  later 
in  connection  with  a  recent  decision  of  the  United  Statea 
Supreme  Court,  and  these  orders  may  be  passed  by  for  the 
present. 


Third:  The  important  jurisdiction  of  the  Commission  is 
found  in  its  authority  to  prescribe  a  rate^  regulation,  or  prac- 
tice for  the  future.  This  power  is  conferred  by  section  16  of 
the  amended  Act,  which  provides  that  it  shall  be  the  duty  of  the 
Commission  whenever,  after  full  hearing  upon  complaint,  ''it 
shall  be  of  the  opinion  "  that  any  rate  is  unjust  or  unreasonable, 
**  to  determine  and  prescribe  what  will  be  a  just  and  reasonable 
rate  or  rates,  charge  or  charges,  to  be  thereafter  observed  in  such 
case  as  the  maximum  to  be  charged." 

The  mere  awarding  of  damages  for  the  imposition  of  an  unlaw- 
ful rate  clearly  affords  the  public  no  adequate  remedy.  Con- 
sider the  instance  to  which  1  referred  a  moment  ago,  of  a  pos- 
sible exorbitant  charge  for  the  transportation  of  anthracite 
coal.  The  right  upon  the  part  of  each  consumer  to  sue  and 
recover  the  amount  by  which  he  has  been  individually  damaged 
would  avail  nothing.  The  only  means  by  which  the  public  can 
be  effectively  protected  is  by  compelling  the  railway  to  charge 
a  just  rate  in  the  first  instance ;  and  what  is  true  of  this  case  is 
true  of  the  majority  of  all  cases.  It  was  this  authority  of  the 
Commission  to  fix  the  rate  for  the  future  for  which  President 
Roosevelt  so  earnestly  contended,  and  to  which  the  railways 
were  so  bitterly  opposed;  and  while  the  recent  amendments  to 
the  Act  to  Regulate  Commerce  embrace  many  other  salutary 
provisions,  this  is  the  vital  thing.  It  is  the  exercise  of  this 
power  which  will  benefit  the  public  and  which,  if  improperly 
exercised,  will  correspondingly  injure  the  railway.  It  is  against 
the  abuse  of  this  authority  that  the  railway  needs  protection. 
It  is  therefore  a  most  important  inquiry  how  far  the  order  of 
the  Commission  is  final,  or  to  what  extent  it  will  be  reviewed  by 
the  courts.  Let  us  examine  this  for  a  moment  as  a  matter  of 
principle. 

The  making  of  a  railway  rate  for  the  future  is  from  the  very 
nature  of  the  thing  legislative  rather  than  judicial,  as  appears 
from  a  consideration  of  the  difference  between  the  functions  of 
the  judge  and  those  of  the  legislator. 

The  judge  declares  what  the  law  is.     For  this  purpose  he 


consults  former  decieioiiB,  and  looke  into  the  enactment  of 
legislatures.  As  he  finds  the  law  Jn  precedent,  or  in  statute, 
BO  is  he  bound  to  declare  it  even  though  in  his  own  opinion  it 
ought  to  be  otherwise.  If  he  has  occasion  to  find  a  fact  he  must 
do  this  from  evidence  the  nature  of  which  is  defined  by  elabo- 
rate legal  rules. 

The  legislator  upon  the  other  hand  determines  not  what  the 
law  is,  but  what  it  should  be.  To  discharge  this  duty  properly 
he  requires  the  most  extensive  information,  but  in  obtaining 
this  he  is  bound  by  no  rule  of  evidence.  Finally  it  is  a  (|\ic?tion 
of  good  judgment  with  him  what  ought  to  be  done. 

The  naming  of  a  railway  rate  partakes  of  the  legislative 
rather  than  the  judicial.  It  is  fixed  by  no  statute,  it  is  con- 
trolled by  no  precedent,  it  is  established  in  accordance  with  no 
fixed  rule.  It  cannot  be  determined  by  the  cost  of  the  service, 
nor  by  comparison  with  other  rates.  Neither  the  financial  con- 
dition of  the  railway,  nor  the  necessities  of  the  shipper,  are  con- 
trolling. All  these  elements  and  many  others,  particularly 
competitive  and  commercial  conditions,  muet  be  taken  into  ac- 
count, but  when  everything  is  known  it  is  still  a  question  of 
judgment  what  the  rate  shall  be.  This  discretion  must  be  eier- 
cised  in  the  first  instance  by  the  trafiBc  official  who  makes  the 
rate,  and  in  the  second  instance  by  the  commission  which  revises 
that  rate. 

The  federal  constitution  divides  the  functions  of  govern- 
ment into  judicial,  legislative,  and  executive,  and  provides  that 
the  duties  of  one  department  shall  not  be  diwharged  by  any 
other.  The  courts  cannot  be  invested  with  legislative  or  execu- 
tive duties,  and  since  the  naming  of  a  rate  for  the  future  is  not 
a  judicial  function,  it  cannot  be  exercised  by  the  courts.  This 
principle  as  applied  to  the  federal  judiciary  seoms  to  be  clearly 
established.  It  would  seem  equally  clear  that  courts  cannot 
exercise  upon  appeal  an  authority  with  which  they  cannot  be 
invested  de  novo,  and  hence  it  must  follow  that  the  federal 
courts  do  not  have  and  cannot  be  given  jurisdiction  to  review, 
as  such,  the  action  of  the  Commission,  in  naming  a  rate  to  bv 


obeenred  in  the  future.  Have,  then,  the  conrts  of  the  United 
States  no  authority  over  railway  rates  established  either  by  state 
or  federal  authority?  Most  assuredly  they  have  a  most  import- 
ant and  extensive  jurisdiction,  but  that  jurisdiction  is  not  to 
reyise,  as  such,  the  judgment  of  legislature  or  Commission.  It 
is  original,  not  appellate.  It  inquires  whether  the  statute  or 
the  Commission's  order  is  a  violation  of  the  constitution  of 
the  United  States,  and  if  so  restrains  its  operation. 

The  railway  is  a  public  necessity.  For  this  reason  in  its  con- 
struction private  property  may  be  taken  against  the  will  of  the 
owner.  In  exactly  the  same  way  when  that  highway  has  been 
constructed  the  public  may,  in  its  own  interest,  or  as  a  measure 
of  self-protection,  direct  as  to  its  operation.  It  may  say  what 
trains  shall  be  run,  what  rates  shaU  be  charged.  But  just  as  the 
railway  company  could  not,  in  the  construction  of  its  railway, 
appropriate  private  property  without  just  compensation,  so  the 
public  cannot,  after  that  railway  is  constructed,  appropriate  the 
private  property  which  has  entered  into  it,  to  the  public  use 
without  just  compensation.  In  other  words  it  cannot  compel 
the  railway  to  render  its  service  to  the  public  upon  such  terms 
as  will  not  yield  to  its  owners  a  fair  return  upon  the  value  of 
property  which  is  devoted  to  the  public  use.  To  do  this  would 
be  to  deprive  the  railway  company  of  its  property  without  due 
process  of  law,  in  violation  of  the  fourteenth  amendment.  It 
would  be  a  taking  of  private  property  without  just  compensa- 
tion, and  in  violation  of  the  fifth  amendment,  if  the  rate  is 
established  by  federal  authority.  This  is  the  ground  upon  which 
the  federal  court  interferes. 

The  Act  to  Begulate  Commerce  provides  for  a  proceeding 
upon  the  part  of  the  railway  to  restrain  the  operation  of  an 
order  of  the  Commission,  but  no  provision  is  made  for  an  appeal 
by  a  complainant  from  a  decision  adverse  to  him.  This  is  for 
the  reason  that  if  the  appeal  were  sustained,  the  court  could  make 
no  order  in  his  behalf.  In  this  respect  the  complainant  and 
the  raUway  stand  exactly  alike.  As  against  both,  the  judgment 
of  the  Commission  as  such  is  final,  but  the  railway  may  invoke 
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the  aid  of  the  court  to  protect  it  from  an  unconstitutional  exer- 
ciae  of  regulating  authority. 

It  eeems  to  me  clear,  upon  principle,  that  the  federal  courta 
can  only  interfere  with  the  orders  of  the  Interstate  Commerce 
Commission  fising  a  rate  for  the  future  upon  this  ground.  The 
ext«nt  to  which  that  interference  may  go  is  another  question 
which  never  can  be  answered  deSnitely. 

Many  state  commissions  establish  entire  schedules  of  rates. 
In  these  states  no  charge  can  be  made  except  in  accordance  with 
these  schedules,  which  therefore  absolutely  limit  the  earning 
capacity  of  the  railroad.  In  Buch  cases  the  question  of  adequate 
earnings  becomes,  not  a  simple,  but  a  possible  one. 

The  Interstate  Commerce  Commission  does  not  deal  with 
schedules  of  rates.  It  establishes  no  single  rate  in  the  first 
instance.  Hallways  initiate  their  own  rates;  the  Commission 
only  prescribes  the  rates  in  particular  instances.  To  what 
extent  can  the  court  inquire  whether  an  order  of  the  Commission 
dealing  with  a  single  rate  deprives  the  carrier  of  its  property 
without  just  compensation,  or  without  due  process  of  law? 

A  railway  is  constructed  and  operated  for  the  purpose  of 
charging  tolls  for  its  services.  The  amount  earned,  and  there- 
fore the  value  of  the  property,  depends  upon  the  amount  which 
can  he  charged.  If  the  rate  is  reduced  the  property  of  the  rail- 
way company  is  taken.  In  this  sense  whenever  a  railway  is 
required  by  public  authority  to  observe  an  unreasonable  rate  its 
property  is  unjustly  taken,  and  bcnce  the  court  may  inquire  with 
respect  to  each  rate,  whether  it  is  reasonable. 

But  the  trouble  here  is  that  no  standard  exists  by  which  the 
reasonableness  of  a  rate  can  be  measured.  In  a  way  it  is,  the 
opinion  of  the  le^slature  or  the  Commission  which  determines 
its  reasonableness.  While  the  constitution  of  the  United  States 
commands  Congress  to  allow  railways  a  reasonable  return  there 
is  no  constitutional  provision  which  declares  the  source  from 
which  this  return  shall  be  derived.  How  much  of  it  shall  come 
from  passenger,  how  much  from  freight,  what  from  coal,  what 
from  lumber,  what  from  merchandise?  A  rate  ie  in  a  sense  polit- 
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icaJ.  In  Belgium  today  you  will  find  that  the  rate  on  plate-glass 
from  the  interior  producing  point  to  the  seaport  is  one-half^  in 
case  the  commodity  is  exported  to  a  foreign  country^  what  it  is 
if  consumed  at  home.  This  is  to  assist  the  home  manufac- 
turer against  his  foreign  competitor.  The  government  may 
undoubtedly  require  a  railway,  in  the  public  interest,  to  perform 
a  particular  service  for  less  than  actual  cost.  It  is  therefore 
extremely  difficult  to  hold  of  an  individual  rate  established  by 
public  authority,  that  it  is  unconstitutional,  provided  the  author- 
ity is  fairly  exercised. 

The  courts  have  said  that  the  government  may  regulate  our 
railways,  but  they  have  further  said  that  the  power  to  regulate 
is  not  the  power  to  destroy.  When  the  action  of  legislature  or 
Commission  ceases  to  be  fair  regulation,  and  becomes  wanton 
or  destructive,  the  court  will  interfere  to  prevent  this,  as  it  inter- 
feres to  prevent  other  abuses  of  legislative  power. 

To  state  this  another  way:  A  railroad  rate  may  be  fixed  by 
statute,  or  it  may  be  established  by  a  commission  under  statu- 
tory authority,  and  in  either  case  it  is  to  every  intent  the  law  of 
the  land.  If  the  established  rates  do  not  yield  to  the  carrier  a 
fair  return,  or  are  not  just  and  reasonable  measures  of  regula- 
tion, the  law  which  establishes  them  is  unconstitutional.  I 
apprehend  that  courts  in  declaring  rates  fixed  by  public  author- 
ity illegal,  will  be  guided  by  much  the  same  considerations  as  in 
passing  upon  the  constitutionality  of  laws.  Every  presumption 
is  indulged  in  favor  of  the  constitutionality;  but  if  it  clearly 
appears  that  the  law  is  unconstitutional  it  is  set  aside.  The 
presumption  will  be  that  the  rate  established  by  legislature  or 
commission  is  lawful,  but  the  railway  may  always  show  that  in 
fact  it  is  unlawful.  This  may  be  frequently  done  with  respect 
to  an  entire  schedule;  in  case  of  a  single  rate  it  will  seldom  be 
done  where  the  regulating  body  has  acted  within  its  authority, 
honestly,  and  with  a  decent  show  of  reason. 

It  seems  to  me  that  this  will  be  the  rule  of  the  federal  courts 
in  examining  rates  fixed  by  both  state  and  federal  commissions ; 
and  I  say  this,  notwithstanding  that  a  different  rule  prevails  in 
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nearly  every  state  having  a  commiBsion,  and  prevaik  in  conae- 
quence  of  a  decision  of  the  Supreme  Court  of  the  United  States. 

What  is  knoTn  as  the  Minnesota  Milk  Case,  Chicago,  Mil- 
wankee  &  St.  Paul  Railway  Company  v.  Minnesota,  134  U.  S. 
418,  was  decided  in  1689.  The  Minnesota  commission  had 
established  certain  rates  for  the  transportation  of  milk  over  the 
railway  of  defendant,  which  that  company  declined  to  observe. 
Thereupon  the  commission  made  application  to  the  state  court 
for  a  writ  of  mandamus  to  compel  an  observance.  Upon  the 
return  of  this  writ  the  railway  offered  to  show  that  the  rate  pre- 
scribed by  the  commission  was  unreasonable,  and  did  not  yield 
a  fair  return. 

The  court  held  that  no  evidence  whatever  was  admissible,  that 
the  action  of  the  commisBion  in  fixing  the  rate  was  conclnsive, 
and  that  the  only  duty  of  the  court  in  the  premises  was  to 
issue  ite  mandatory  process  to  compel  an  observance  of  that 
rate.  From  this  decision  the  railway  company  appealed  te  the 
Supreme  Court  of  the  United  States,  claiming  that  by  the  esteb- 
lishment  of  this  rate  without  opportunity  to  question  its  reason- 
ableness in  judicial  proceedings,  it  was  deprived  of  its  property 
witliout  due  process  of  law.  The  court  so  held,  thus  in  effect 
declaring  the  rate  of  the  Minnesota  commission  uzilawful. 

Mr.  Justice  Blatehford  delivered  the  opinion  of  the  court,  in 
which  five  judges  concurred.  This  opinion  undoubtedly  lays 
down  the  rule  that  reasonableness  of  rate  or  schedule  of  rates 
established  by  a  commission  is  a  judicial  question,  and  it  was 
clearly  in  the  mind  of  the  majority  that  the  court  might  con- 
sider the  question  from  the  same  standpoint  as  the  commission. 
The  exact  point  decided  was  that  a  railway  rate  eetablished  by  a 
commission  was  in  violation  of  the  federal  constitution,  unless 
opportunity  was  afforded  the  railway  for  testing  in  court  at  some 
point,  the  lawfulness  of  that  rate. 

In  consequence  of  this  decision  the  State  of  Minnesota 
amended  ite  Act  so  as  to  permit  an  appeal  from  the  determina- 
tion of  the  commission  to  the  courte.  Other  stetes  followed 
suit,  and  all  acte  passed  since  then  have  provided  in  some  form 
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or  other  for  a  judicial  examination  of  the  rates  established  by 
the  commission. 

The  powers  exercised  by  the  courts  under  these  provisions 
in  different  states  vary  greatly.  Sometimes  the  trial  is  by 
court,  sometimes  by  jury.  Sometimes  the  court  is  authorized  to 
make  such  order  as  the  commission  should  have  made,  and 
sometimes  simply  to  set  aside  in  whole  or  in  part  the  order  of 
the  commission.  The  understanding  certainly  seems  to  have 
been  general  that  this  decision  authorizes  and  requires  an  appeal 
from  the  action  of  the  commission,  and  that  the  courts  upon 
such  appeal  may  pass  upon  the  same  question  decided  by  the 
commission. 

While  the  decision  of  the  Supreme  Court  of  the  United 
States  in  this  case  was  undoubtedly  correct,  while  that  court  has 
since  held  that  the  railway  has  and  must  have  the  right  to  ques- 
tion in  a  judicial  proceeding  the  lawfulness  of  the  rate  imposed, 
just  as  it  must  have  the  right  to  object  to  the  constitutionality 
of  any  law  which  is  sought  to  be  enforced  against  it,  I  do  not 
think  that  this  court  would  today  hold  that  what  is  a  reasonable 
rate  for  the  future  is  a  judicial  question,  except  in  the  sense 
that  I  have  stated.  That  court  has  several  times  said  that 
the  naming  of  such  a  rate  is  a  legislative,  and  not  a  judicial, 
duty  and  that  the  court,  while  it  may  enjoin  a  rate  established 
by  legislature  or  commission,  cannot  itself  establish  such  rate. 
Began  v.  Farmers  Loan  &  Trust  Company,  154  U.  S.  362; 
Interstate  Commerce  Commission  v,  Cincinnati  N.  0.  &  T.  P. 
Railway  Company,  167  U.  S.  479.  My  impression  is  confirmed 
by  two  very  recent  decisions  of  the  Supreme  Court,  to  which  I 
call  special  attention. 

The  first  in  order  of  time  is  Texas  &  Pacific  Railway  Company 
V,  The  Abilene  Cotton  Oil  Company,  decided  February  25  of 
the  present  year.  The  Oil  Company  had  brought  suit  in  the 
proper  court  of  the  State  of  Texas  for  tlie  recovery  of  an  alleged 
excessive  charge  exacted  against  the  protest  of  the  Oil  Company 
by  the  defendant  railway  company,  for  the  transportation  of 
cotton  seed  from  certain  points  in  Louisiana  to  Abilene,  Texas. 
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Its  claim  was  that  the  common  law  liability  upon  a  carrier  to 
accord  to  shippers  reasonable  rates  had  not  been  affected  by  the 
Act  to  Regulate  Commerce.  The  Texas  coort  found  the  rate 
excessive,  and  gave  judgment  for  the  plaintiff. 

The  transportation  was  interstate,  and  the  rate  charged  was 
the  regular  published  interstate  tariff  of  the  railway  company. 
That  company  insisted  that  under  the  Act  to  Regulate  Com- 
merce this  rate  was  presumptively  legal,  and  certainly  could  not 
be  attacked  in  the  state  court. 

The  Supreme  Court  of  the  United  States,  in  sustaining  the 
contention  of  the  railway,  went  further  than  was  required  for 
the  decision  of  that  particular  case.  The  9th  section  of  the  Act 
to  Regulate  Commerce  provides  that  any  party  damaged  by  a 
violation  of  any  of  the  provisions  of  that  Act,  may  either  present 
his  claim  to  the  Commission  or  bring  suit  in  the  proper  circuit 
court  of  the  United  States.  The  charging  of  an  unreasonable 
rate  is  a  violation  of  the  Act,  and  it  had  been  generally  under- 
stood that  the  party  paying  an  excessive  rate  might  recover 
damages  on  that  account,  either  by  suit  in  the  circuit  court  or 
by  proceeding  before  the  Commission.  The  Supreme  Court  held 
that  the  proceeding  before  the  Commiasion  was  exctuaive,  and 
that  no  suit  could  be  begun  in  the  first  instance  either  in  state 
or  federal  court. 

The  decision  in  this  case  referred  only  to  the  excessive  charge, 
but  the  same  reasoning  would  apply  with  equal  force  to  the 
unduly  discriminating  charge.  The  case  manifestly  holde  that 
in  every  instance  where  the  Commission  may,  under  the  l.Ttli 
section,  substitute  in  its  judgment  a  rate,  regulation  or  practice 
for  that  in  force,  proceedings  must  be  begun  originally  bcrore 
the  Commission. 

If  the  Oil  Company  had  begun  its  suit  before  the  Commission 
as  it  should,  and  that  body  had  found,  as  did  the  court,  that 
the  rate  was  exceeaive,  it  would  have  made  two  independent 
orders,  one  prescribing  the  rate  which  the  railway  company 
should  charge  for  the  future,  and  another  awarding  to  the  Oil 
Company  damages  for  the  past.    These  damages  would  ordina- 
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rily  be  determined  by  taking  the  difference  between  the  rate 
actually  paid,  and  that  fonnd  to  be  reasonable.  The  first  of 
these  orders  is  self-enforcing^  the  second  can  only  be  enforced 
by  snit  in  court.  The  federal  constitution  provides  for  a  trial 
by  jury  in  all  cases  where  the  amount  involved  exceeds  $20,  and 
it  has  been  thought  that  the  awarding  of  damages  by  the  Com- 
mission is  equivalent  to  a  suit.  Practically,  however,  this  new 
trial  is  of  little  consequence  to  either  party,  if  the  judgment  of 
the  Commission  in  establishing  the  rate  is  sustained.  It  has 
been  already  decided  that  the  court  cannot  give  damages  exceed- 
ing the  amount  awarded  by  the  Commission.  It  is  hardly  con- 
ceivable that  either  court  or  jury  would  award  damages  less 
than  those  named  by  the  Commission,  even  if  that  might  legally 
be  done,  provided  that  the  order  of  the  Commission  fixing  the 
rate  for  the  future  is  lawful. 

The  second  case  to  which  I  especially  direct  your  attention 
arose  upon  an  order  of  the  railway  commission  of  North  Caro- 
lina, and  is  entitled  Atlantic  Coast  Line  Sailroad  Company  v. 
North  Carolina  Corporation  Commission,  having  been  decided 
April  29  of  the  present  year.  The  case  was  this.  For  many 
years  there  had  been  a  running  connection  at  Selma,  in  the 
State  of  North  Carolina,  between  a  certain  train  upon  the  South- 
em  Railway  and  a  certain  other  train  upon  the  Atlantic  Coast 
Line  Railway.  The  Southern  had  found  it  necessary  to  advance 
the  time  of  its  train,  and  had  thereby  broken  this  connection. 
The  North  Carolina  commission  required  the  Atlantic  Coast 
Line  to  advance  its  time  correspondingly  for  the  purpose  of 
restoring  the  connection.  Finally,  upon  further  consideration, 
it  appearing  that  possibly  the  Atlantic  Coast  Line  could  not 
fairly  be  required  to  shorten  its  present  time,  that  company  was 
given  the  alternative  of  putting  on  a  local  train  from  Rocky 
Mount,  in  North  Carolina,  to  Selma.  From  this  order  of  the 
commission  the  railway  appealed,  and  its  appeal  was  tried  by 
court  and  jury.  The  jury  found  that  the  Atlantic  Coast  Line 
could  not  increase  the  speed  of  its  present  train,  that  the  public 
interest  did  require  the  putting  on  of  an  additional  train,  that 
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the  cost  of  operating  this  train  would  be  $40  per  day,  and  the 
probsble  receipts  would  not  exceed  $25  per  day.  The  railroad 
company  insiBted  that  the  order  of  the  commiasion  was  void,  in 
that  it  required  that  company  to  perform  a  service  for  less  than 
the  actual  coat. 

The  North  Carolina  commtssioD  had  found  that  although  tlie 
operation  of  this  particular  train  would  be  at  a  loea,  the  entire 
busincflii  of  the  Atlantic  Coast  Line  Itailroad  in  the  State  of 
North  Carolina  was  conducted  at  a  profit.  The  Supreme  Court 
referred  to  this  finding  of  the  commission,  but  did  not  place 
its  decision  upon  that  ground.  The  broad  holding  of  the  court 
was  that  the  State  of  North  Carolina  might  regulate  its  rail- 
ways either  by  direct  legislative  enactment,  or  through  the 
medium  of  an  administrative  body,  and  that  the  regulating 
requirement,  whether  statute  or  commission  order,  would  be 
obligatory  upon  the  railway  unless  so  far  arbitrary  and  unreason- 
able as  to  exceed  the  limits  of  just  regulation.  In  substance  the 
court  said  that  if  an  entire  schedule  of  rates  did  not  yield  to  a 
carrier  an  adequate  return  upon  the  property  invested,  that 
might  amount  to  conclusive  evidence  that  these  rates  were  in 
violation  of  the  fourteenth  amendment,  but  that  where  the  ques- 
tion arose  upon  a  single  rate  or  a  single  practice,  it  could  not 
be  conclusively  inferred  from  the  mere  fact  that  the  cost  of  the 
service  was  more  than  the  amount  allowed  or  received,  that  the 
order  requiring  the  rate  or  practice  was  void  under  the  due 
process  or  equal  protection  clauses  of  the  constitution.  In  such 
case  it  must  appear  that  the  order  was  so  unreasonable  and  arbi- 
trary as  not  to  be  an  act  of  fair  regulation. 

What  I  have  said  as  to  the  practical  finality  of  the  decisions 
of  the  Commission  in  those  cases  where  that  decision  represents 
the  exercise  of  its  judgment  would  result  also  from  the  nature 
of  the  matters  involved.  These  questions  are  not  law  questions. 
They  cannot  be  readily  understood  without  a  certain  amount  of 
antecedent  knowledge  of  the  subjects  embraced.  The  records 
in  important  cases  are  long  and  involved,  and  well-nigh  mean- 
ingless to  a  judge.    Courts  would  almost  of  necessity  accept  the 
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findings  of  the  Commission  upon  questions  of  fact,  unless  they 
were  clearly  and  unmistakably  wrong.  It  is  worthy  of  note 
that  under  the  old  law,  where  the  entire  matter  was  reviewable, 
the  Supreme  Court  never  reversed  the  finding  of  the  Com- 
mission upon  a  question  of  fact,  and  always  insisted  that  the 
courts  should  have  the  benefit  of  the  opinion  of  this  expert  tribu- 
nal in  the  first  instance. 

In  the  recent  argument  of  a  very  important  case,  the  attorney 
for  the  railways,  a  gentleman  who  has  been  identified  with  this 
subject  of  federal  regulation  from  its  inception,  and  who  has 
probably  given  the  matter  more  attention  than  any  other  man, 
said  in  substance  at  the  close  of  his  argument: 

*^I  desire  to  direct  the  attention  of  the  Commission  to  the 
changed  situation.  In  the  past  I  have  been  able  to  ask  the 
courts  to  review  the  findings  of  this  body.  In  the  future,  as  a 
practical  matter,  I  can  no  longer  do  so.  Your  decision  upon 
questions  involving  the  reasonableness  of  a  rate  is  practically 
final." 

I  think  lie  was  right.  In  the  case  in  which  he  was  speaking, 
within  a  range  of  many  hundreds  of  thousands  of  dollars,  the 
finding  of  the  Commission  is  undoubtedly  conclusive. 

It  appears  from  the  above  cases  that  no  claim  looking  either 
to  the  future,  or  to  the  past,  with  respect  to  the  reasonableness 
or  justice  of  an  interstate  railway  rate,  can  be  originally  made  in 
any  tribunal  except  the  Interstate  Commerce  Commission.  That 
this  jurisdiction  must  be  extensive  follows  from  the  amount 
and  nature  of  the  interstate  railway  transportation  of  this  coun- 
try. Just  what  it  may  mean  cannot  be  stated  with  certainty  yet. 
There  have  been  filed  with  the  Commission  in  the  first  eleven 
months  since  the  amended  law  took  effect,  August  28,  1906,  316 
formal  complaints,  and  220  petitions  for  reparation  damages. 
The  reparation  cases  really  depend  upon  the  decision  in  other 
cases,  and  therefore  their  disposition  is  largely  clerical  when  the 
principal  case  has  been  decided.  The  formal  complaints  vary  in 
importance.  Very  few  of  them  are  insignificant,  for  it  is  the 
characteristic  of  these  cases  that  while  the  amount  involved  in  a 
particular  complaint  may  be  apparently  small  the  principle  is 
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far-reaching.  It  can  never  be  known  with  certainty  where  the 
change  of  a  particular  rate  will  etop. 

We  have  before  us  at  the  present  time,  for  example,  a  com- 
plaint by  the  city  of  Spokane.  Spokane  lies  four  hundred  miles 
nearer  the  Missouri  River  than  Seattle  or  Tacoma,  but  the 
rates  to  that  city  from  eastern  destinations  are  higher  than  to 
the  coast  towns. 

The  amount  involved  to  the  city  of  Spokane  alone  would  be 
large  each  year,  but  this  is  not  the  serious  thing.  Whatever 
treatment  is  accorded  Spokane  must  be  extended  to  other  inter- 
mediate localities.  The  Union  Pacific  system  has  filed  a  stat^ 
roent  showing  that  to  have  applied  the  rates  which  it  must  apply 
if  the  contention  of  Spokane  is  upheld,  would  have  cost  that  sys- 
tem upon  the  business  actually  handled  during  the  last  year, 
$S,000,000.  To  sustain  the  prayer  of  Spokane  would  reduce 
the  net  revenues  of  that  system  $8,000,000  annually,  which  npon 
a  basis  of  four  per  cent  amounts  to  $200,000,000  in  the  market 
value  of  these  properties.  And  the  Union  Pacific  system  is  but 
one  of  the  trans-continental  systems  which  would  be  affected  by 
this  reduction. 

We  have  before  ub  now  a  case  brought  by  the  Cattle  Raisers' 
Association  of  Texas,  putting  in  issue  certain  advances  in  rates 
upon  live  stock.  The  only  question  involved  is  the  reasonable- 
ness of  these  rates.  While  we  have  no  exact  information,  it  is 
probable  that  the  amount  of  these  advances  is  from  two  to  three 
millions  of  dollars  annually. 

And  these  decisions  not  only  involve  enormous  sums  of  money, 
but  often  determine  whether  a  locality  shall  do  businees,  or  an 
industry  exist.  I  say  to  you  with  confidence  that  save  only  the 
federal  court  of  last  resort,  no  court  in  this  land  entertains 
questions  of  greater  importance  than  those  which  will  be  passed 
upon  by  this  Commission. 

The  conclusion  of  the  whole  matter  is  this.  If  the  Interstate 
Commerce  Commission  is  vested  with  a  jurisdiction  so  tremend- 
ous in  extent,  and  of  such  finality  every  effort  should  be  made  to 
provide  a  body  adequate  to  the  trust.  That  Commission  under 
the  present  law  is  charged  with  two  sets  of  duties  requiring 
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diverse  qualifications  for  their  discharge.  It  stands,  first,  as 
representative  of  the  government  to  see  that  these  highways  are 
in  fact  public.  It  is  commanded  to  enforce  the  provisions  of 
the  Act  to  Regulate  Commerce.  It  must  see  that  rates  are  rea- 
sonable and  just;  that  the  practices  and  regulations  of  railways 
are  not  oppressive;  that  the  penalties  provided  by  the  Act  are 
enforced.  In  the  near  future  its  powers  must  be  extended  to 
the  operation  of  the  railway  as  well.  These  duties  are  largely 
executive.  They  can  best  be  discharged  by  a  single  head,  respon- 
sible to  the  executive,  and  answerable  to  the  spur  of  popular 
criticism. 

Second,  this  Commission  is  in  essence  a  judicial  tribunal 
which  hears  and  decides  complaints.  The  qualifications  of  such 
a  body  are  the  exact  opposite  of  the  other.  Its  membership 
should  be  numerous  so  that  its  decisions  may  be  the  resultant 
of  independent  minds.  It  should  be  entirely  withdrawn  from 
all  political  and  personal  influences,  and  it  should  have  time  for 
the  deliberate  consideration  of  the  matters  coming  before  it. 

I  very  much  doubt  whether  the  same  body  can  properlv  dis- 
charge both  these  functions.  In  the  end  it  will  either  become 
remiss  in  its  executive  duties  or  will,  in  the  zeal  of  those,  become 
unfit  for  the  dispassionate  performance  of  its  judicial  functions. 
Whatever  may  have  been  true  in  the  past  the  time  has  come 
when  the  Commission  should  be  relieved  of  all  its  duties  except 
the  hearing  and  deciding  of  complaints. 

There  are  several  ways  in  which  this  might  be  accomplished. 
The  Commission  itself  might  perhaps  be  reorganized,  and  its 
duties  divided.  Its  executive  functions  could  be  transferred 
to  a  bureau  in  some  department.  I  have  myself  thought  that  a 
new  department  should  be  created.  Such  a  department  would 
from  the  first  have  occupation  in  plenty.  No  department  would 
be  oftener  applied  to  by  all  classes,  nor  would  any  be  of  more 
service  to  the  whole  public,  railways  and  patrons  alike.  In 
beginning  this  paper  I  had  intended  to  refer  more  in  detail  to 
this  matter,  but  my  limit  has  been  reached  before  my  subject, 
and  I  can  only  urge  the  desirability  of  accomplishing  the  thing 
in  some  manner. 
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The  Outlook 

By  H.  U.  MUDGE 

The  subject  assigned  me  offers  a  wide  range  of  possibilities. 
The  "Outlook"  depends  so  much  upon  the  viewpoint. 

In  view  of  the  many  changes  that  are  coming  about  in  the 
regulation  of  our  industrial  and  commercial  life,  he  who  would 
treat  the  subject  at  short  range  and  would  define  the  present 
outlook  with  any  degree  of  certainty  would  be,  indeed,  a  prophet, 
and,  as  we  are  told  that  **a  prophet  is  not  without  honor  except 
in  his  own  country,"  I  prefer  to  treat  the  subject  at  longer 
range,  and  I  will  ask  your  indulgence  while  I  diverge  slightly 
from  the  direct  subject,  and  discuss  briefly  what  appears  to  me 
to  be  the  three  essentials  for  the  ultimate  prosperity  of  this 
country. 

There  is  a  saying  of  Lord  Bacon's  that  has  been  quoted  many 

times,  but  it  so  aptly  and  tersely  states  the  conditions  I  have 

in  mind,  that  I  cannot  refrain  from  repeating  it.     He  said,  in 

the  quaint  language  of  his  time: 

**  There  be  but  three  things  which  one  nation  selleth  to 
another:  The  commodity  as  nature  yieldeth  it;  the  manu- 
facture, and  the  vecture,  or  carriage.  When  these  three 
wheels  go,  wealth  will  flow  as  in  a  springtide." 

Nations  were  smaller  in  Lord  Bacon's  day  than  they  are  now, 
but  what  was  then  true  of  nations  is  now  true  of  communities. 

You  men  of  Kansas  City,  and  particularly  you  men  of  the 
Kansas  City  Commercial  Club,  are  engaged  in  a  great  work; 
you  are  building  up  commercial  institutions,  factories  and  vari- 
ous industries  giving  employment  to  a  large  number  of  people; 
you  are  also  beautifying  the  city  and  making  it  a  comfortable 
and  pleasant  place  in  which  to  live.  It  is  your  business  to  make 
the  business  and  social  conditions  of  the  city  attractive,  in  order 
that  people  from  other  cities  and  people  from  the  country  will 
be  induced  to  locate  within  the  city. 

Hundreds  of  other  commercial  organizations  are  engaged  in 

the  same  work  and  you  are  all  doing  a  good  job,  with  the  result 

that  the  population  of  the  country  is  being  rapidly  concentrated 

in  the  cities.    It  would  seem,  therefore,  that  the  second  of  the 

three  items  is  being  well  taken  care  of,  if  not  overworked,  by 

the  commercial  organizations. 

We  come  now  to  the  first  item,  i.  e.,  "the  commodity  as 

nature  yieldeth  it."    What  are  we  doing  to  increase  the  things 

that  nattire  produces! 
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In  these  days  when  civilization  and  business  are  so  complex, 
it  is  well  for  us  to  remember  that  Mother  Earth  is  the  source 
of  all  material  wealth,  and  from  her  must  be  drawn  the  neces- 
sities and  luxuries  that  meet  our  physical  needs.  These  come 
from  the  mine,  the  forest  and  the  soil. 

When  a  mine  is  exhausted,  there  is  nothing  left  but  a  hole  in 
the  ground;  when  a  forest  is  cut  over,  it  takes  at  least  two 
generations  to  raise  a  new  crop,  but  the  soil  annually  produces 
its  priceless  contribution  to  human  needs  and  will  continue  to  do 
so  indefinitely,  if  properly  and  scientifically  treated. 

Farming  is  mankind's  greatest  industry,  and  the  soil  its 
greatest  physical  asset.  In  agriculture  is  the  hope  of  the  nation. 
It  is  generally  conceded  by  every  authority  upon  the  subject  that 
our  agricultural  methods  must  be  redirected  along  scientific 
lines ;  that  we  must  produce  from  a  given  area  larger  returns,  at 
less  cost,  and  with  less  expenditure  of  manual  labor.  Scientific 
methods  will  enable  the  farmer  to  do  this.  The  need  for  it  is 
shown  by  the  ever-increasing  cost  of  living.  Population  is 
rapidly  overtaking  production. 

We  now  consume  ninety-one  per  cent  of  our  wheat  and  ninety- 
eight  per  cent  of  our  corn.  Exporting  of  food  products  is  reach- 
ing the  vanishing  point.  Six  years  ago  we  exported  525,000 
cattle ;  last  year  we  exported  only  105,000,  a  loss  of  seventy-five 
per  cent  in  six  years.  The  number  of  beef  cattle  in  this  country 
six  years  ago  was  51,500,000.  It  is  now  approximately  36,000,000, 
a  loss  of  about  thirty  per  cent.  In  fifty  years  from  now,  when 
the  population  of  this  country  has  reached  200,000,000,  it  may 
be  a  serious  question  what  we  will  eat. 

The  average  yield  of  wheat  for  ten  years  in  the  United  States 
is  fourteen  bushels  per  acre ;  the  average  yield  per  acre  in  west- 
ern Europe  is  thirty-two.  The  average  yield  at  our  experimental 
stations  is  thirty-two  bushels  per  acre,  showing  that  what  has 
been  done  in  Europe  can  be  approximated  here. 

The  agricultural  colleges  and  experimental  stations  have  done 
a  great  deal  toward  the  education  of  young  farmers.  Many  of 
the  railway  companies  have  also  done  a  great  deal  of  experi- 
mental work,  and  have  met  with  great  success,  but  this  work 
only  reaches  those  farmers  who  are  enterprising  enough,  or  who 
have  the  time,  to  attend  the  lectures  and  demonstration  trains. 
The  urgent  necessity  is  that  this  scientific  knowledge  and  demon- 
stration shall  be  carried  onto  each  and  every  farm,  and  into  each 
and  every  farm  home. 

The  farmer  must  be  shown  that  he  can  do  this  work  scien- 
tifically himself;  that  he  can  raise  on  his  own  farm  the  same 


average  crops  that  are  grown  on  the  experimental  farms  and 
do  it  with  less  labor  than  he  is  now  expending.  He  should  also 
be  shown  that  the  farm  home,  and  the  social  conditions  of  the 
farm,  can  be  made  just  as  comfortable  and  attractive  as  the 
conditions  in  the  cities,  and  this  must  be  done  if  the  young  men 
and  women  are  to  be  induced  to  remain  on  the  farms. 

When  this  is  accomplished,  the  problem  is  solved,  and  not 
before.  Farming  is  a  difficult  and  intricate  business  and  must 
have  scientific  aid  if  the  best  results  are  to  be  obtained. 

The  Lever  Agricultural  Extension  Bill,  now  before  Congress, 
is  the  most  practical  law  that  has  been  suggested  for  this  pur- 
pose. This  law  provides  that  a  trained  farm  demonstrator,  or 
scientific  and  practical  farmer,  be  placed  in  every  agricultural 
county  at  public  expense,  to  take  to  the  farmer  the  latest  and 
best  methods  to  employ  in  his  vocation. 

I  am  assured  by  the  President  of  the  National  Soil  Fertility 

League  that  this  bill  will  undoubtedly  become  a  law  in  the  early 
regular  session  of  Congress.     It  will  then  remain  only  for  the 

states  to  take  up  legislation  that  will  complete  the  plan,  and 
this  is  where  the  commercial  organizations  can  be  of  great  assist- 
ance. When  completed,  it  wUl,  in  my  judgment,  be  the  most 
beneficial  legislation  that  has  been  enacted  in  the  last  half 
century.  Thus,  I  consider  that  the  '* Outlook"  for  agricultural 
prosperity  is  very  bright. 

Having  met  the  problem  of  increased  soil  production,  we 
come  now  to  the  third  problem,  viz.,  distribution,  or,  the  move- 
ment of  the  things  that  nature  yieldeth  either  direct  to  the 
consumer  or  to  the  places  where  it  is  to  be  prepared  for  human 
consumption  and  its  movement  from  those  points  to  the  farmer 
or  other  consumer,  wherever  he  may  be  located,  and  this,  to  my 
mind,  is  the  most  difficult  problem  of  the  three. 

In  this  country,  where  there  are  practically  no  inland  water- 
ways, this  must  be  met  by  rail  transportation.  Without  an  ade- 
quate system  of  transportation  that  can  move  quickly  and  regu- 
larly the  produce  of  the  soil,  the  mine  and  the  forest  to  the 
points  where  it  is  prepared  for  use,  and  from  these  points  to 
destination  or  points  of  consumption,  more  scientific  farming 
and  manufacturing  will  avail  us  nothing,  and  this  problem  is  the 
most  difficult  because  of  its  magnitude.  It  cannot  be  accom- 
plished by  individuals,  or  in  small  units,  but  requires  the  aggre- 
gate capital  of  hundreds  of  thousands  of  people. 

On  account  of  its  magnitude,  it  partakes  of  the  nature  of  a 
monopoly,  and  it  is  difficult,  even  under  the  most  liberal  man- 
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agement,  for  a  private  monopoly  to  secure  and  maintain  the 
confidence  of  the  people. 

Since  the  signing  of  the  John  Jay  Treaty,  which  this  banquet 
commemorates,  great  and  wonderful  changes  have  taken  place 
in  this  country.  For  more  than  a  half  century  thereafter,  all 
the  territory  west  of  the  Mississippi  River  was  a  wilderness,  and 
in  the  whole  country  there  was  practically  no  mode  of  trans^ 
portation.  Since  that  time  an  empire  has  been  builded  upon  what 
was  then  considered  an  unreclaimable  desert;  a  great  system  of 
railway  lines  has  been  constructed  mostly  by  private  capital. 
It  has  pushed  out  beyond  population  and  has  been  the  main 
instrument  of  the  people  in  populating  and  developing  this  vast 
country. 

These  railway  lines  were,  however,  cheaply  built  of  very  light 
construction,  which  was  then  thought  to  be  adequate  for  the 
prospective  trafSc  to  be  handled,  but,  as  the  country  grew,  they 
became  entirely  inadequate.  At  first  they  were  cheaply  main- 
tained and  operated,  because  the  natural  resources  of  the  country 
were  at  the  disposal  of  the  operators  of  these  railways,  the  same 
as  they  were  at  the  disposal  of  other  citizens.  Fuel  was  to  be 
had  for  the  mere  cost  of  taking  it ;  ties  and  timber  for  the  mere 
cost  of  taking  and  preparing  for  use.  Wages  were  comparatively 
low  because  the  cost  of  individual  living  was  low. 

In  more  recent  years,  since  the  natural  resources  of  the  coun- 
try have  been  more  or  less  depleted,  the  cost  of  everything  that 
goes  to  make  up  a  railroad  has  been  enormously  increased,  and 
as  the  cost  of  individual  living  has  increased,  great  increases  in 
wages  of  railway  employes  have  taken  place. 

Furthermore,  the  inadequacy  of  these  early  constructed  rail- 
ways has  made  it  necessary  to  practically  rebuild  them  along 
much  broader  lines — ^heavier  rails,  heavier  bridges,  double  tracks, 
larger  terminals,  large  union  passenger  stations,  larger  locomo- 
tives, steel  passenger  cars,  electric  headlights  and  many  other 
improvements  made  necessary  by  state  or  federal  laws  have  made 
necessary  the  borrowing  of  large  sums  of  money  for  improving 
the  railway  systems. 

While  in  years  past  some  proportion  of  the  earnings  of  the 
railways  was  put  back  into  the  properties,  still,  it  was  necessary 
to  borrow  enormous  sums  of  money  to  keep  the  transportation 
system  up  to  the  ever-increasing  demands  of  manufacturing, 
commerce  and  agriculture. 

Meanwhile,  everything  purchased  by  the  railways  has  enor- 
mously increased  in  price,  while  the  price  of  the  only  commodity 
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which  they  have  for  sale  has  not  increased,  but  has  very  greatly 
decreased.  Passenger  fares  in  practicaUy  all  of  the  western  states 
have  been  reduced  thirty-three  and  one-third  per  cent  daring  the 
past  five  years,  and  similar  decreases  have  also  been  made  in 
the  freight  rates.  It  is  no  more  possible  to  reduce  the  purchasing 
power  of  the  dollar  in  all  commodities  except  one,  and  leave  that 
stationary,  or  increase  it  in  that  single  commodity,  than  it  is 
to  change  the  laws  of  gravity. 

For  some  time  past,  practically  all  of  the  new  money  secured 
by  the  railways  has  been  borrowed  at  high  rates  of  interest  and 
bonds  issued  therefor,  it  having  become  impossible  to  sell  fur- 
ther shares  of  stock  to  the  public  at  any  price.  We  are,  it  is 
true,  a  nation  of  borrowers.  The  tendency  is  to  issue  bonds  on 
which  to  secure  funds  for  almost  every  kind  of  improvement, 
but  it  must  be  perfectly  clear  that  this  plan  cannot  go  on  in- 
definitely. 

Whether  it  be  a  farmer,  a  manufacturer  or  a  transportation 
company,  if  every  dollar  put  into  the  property  for  improvements 
and  betterments  is  provided  only  through  the  increase  of  the 
funded  debt,  there  will,  sooner  or  later,  come  an  adverse  year 
when  the  institution  will  find  itself  unable  to  meet  its  fixed 
charges,  but  before  that  time,  it  will  find  itself  unable  to  borrow 
further  funds,  except  at  excessive  rates  of  interest,  if  at  all.     « 

Some  of  the  railways  have  already  reached  this  point  and 
are  unable  to  secure  funds  on  any  basis,  and  others  are  unable 
to  secure  sufficient  to  take  care  of  their  needed  improvements. 
It  is  as  necessary  for  the  transportation  systems  to  put  back 
into  their  properties  a  fair  portion  of  their  earnings  as  it  is  for 
the  farmer  or  the  manufacturer  to  do  so,  and  this  is  the  only 
possible  means  by  which  a  proper  transportation  system  can 
be  built  up  and  kept  up  by  private  capital. 

This  country  has  the  best  transportation  system,  at  the  low- 
est rates,  and  operated  by  the  highest  paid  employes,  of  any 
^stem  in  the  world.  It  would  still  have  this  if  a  slight  increase 
was  made  in  the  rates  of  transportation. 

The  railway  stockholders  of  this  country  are  made  up  of 
hundreds  of  thousands  of  all  classes  of  our  citizens.  On  the 
Pennflfylvania  Railroad  more  than  one-half  of  the  stockholders 
are  women,  but  I  am  making  no  plea  for  the  stockholders — ^they 
can  probably  take  care  of  themselves,  and  it  is  because  I  fear 
that  they  ^1  take  care  of  themselves  and  leave  the  railways 
to  shift  for  themselves,  that  I  am  disturbed  regarding  the  rail- 
way situation. 

If  private   capital   continues  to  be  withheld  from  railway 
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investments,  as  it  is  now  doing,  government  ownership  will  be 
the  only  alternative,  and  while  this  will  probably  be  the  ultimate 
solution  of  the  problem,  I  do  not  believe  the  country  is  ready 
for  it  yet.  Pending  the  time  when  the  people  are  ready  for  that, 
the  splendid  railway  system  which  they  now  have  should  be  kept 
intact  and  improved  in  accordance  with  the  necessities  of  com- 
merce, in  order  that  when  it  is  taken  over  by  the  government,  it 
will  not  have  deteriorated  so  that  the  government  will  have  to 
tax  the  people  for  its  rehabilitation. 

It  may  also  be  set  down  as  a  certainty  that  if  there  is  no 
change  in  the  conditions  when  the  government  does  take  over 
the  railways,  one  of  three  things  must  happen — either  the  rates 
will  be  raised,  wages  reduced  or  the  deficit  will  have  to  be  made 
up  by  taxation. 

Fortunately,  our  people  have  the  experience  of  other  coun- 
tries to  guide  them.  There  is  practically  no  government  owned 
and  operated  railway  in  the  world  that  has  not  increased  its 
freight  or  passenger  rates  during  the  past  five  years  and  there  » 
is,  I  believe,  more  dissatisfaction  among  the  shippers  on  govern- 
ment railways  than  on  private  railways  in  the  same  countries,  or, 
for  that  matter,  in  any  country. 

The  eastern  railways  have  asked  permission  to  increase  their 
freight  rates  five  per  cent,  and  the  matter  is  now  before  the 
Interstate  Commerce  Commission.  This,  of  itself,  would  not 
recoup  them  for  the  increases  in  wages  that  have  been  made 
during  the  last  five  years,  but  it  would  give  renewed  confidence ; 
would  enable  them  to  renew  purchases  and  improvements,  and 
thus  start  manufacturing  on  a  better  scale. 

There  seems  to  be  no  great  opposition  on  the  part  of  the 
shippers  to  this  increase,  and  it  is  believed  by  those  who  have 
the  situation  in  hand  that  such  a  showing  will  be  made  as  to 
justify  the  Interstate  Commerce  Commission  in  granting  the 
increase.   The  railway  "Outlook,"  therefore,  seems  encouraging.  * 

Some  of  the  laws  that  have  been  passed  by  the  present  Con- 
gress will,  undoubtedly,  prove  beneficial,  and  others  are  probably 
needed,  but  this  may  be  safely  said,  that  whether  we  have  high 
tarilBf  or  low  tariff,  an  income  tax  collectible  at  the  source,  a 
change  in  the  currency  laws,  or  whatever  else  may  be  passed, 
the  i)eople  of  this  country  will  go  on  eating,  drinking,  "marry- 
ing and  giving  in  marriage,"  "multiplying  and  replenishing  the 
earth,"  as  they  have  done  in  the  past,  in  spite  of  what  is  said 
to  be  the  worst  currency  system  in  the  world,  and  other  similar 
conditions,  but  they  cannot  live  comfortably  unless  the  products 
of  the  soil  are  increased  to  correspond  with  the  increased  popula- 
tion, and  unless  they  have  the  means  of  preparing  this  produce 
for  consumption  and  the  means  for  carrying  it  from  originating 
point  to  the  point  of  consumption. 

Therefore,  I  place  the  three  problems  referred  to  by  Lord 
Bacon  as  paramount  in  importance  to  all  the  other  commercial 
problems  of  this  country.  "When  these  three  wheels  go  wealth 
will  flow  as  in  a  springtide." 
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REPORT  ON  MANUFACTURES,  COMMUNICATED  TO  THE  HOUSE 
OF  REPRESENTATIYES,  DECEMBER  5, 1791. 

[No.  31.    Second  Congress,  first  session.] 

• 

The  Secretary  of  the  Treasury,  in  obedience  to  the  order  of  the 
House  of  Representatives  of  the  15th  day  of  January,  1790,  has 
applied  his  attention,  at  as  early  a  period  as  his  other  duties  would 
permit,  to  the  subject  of  manufactures,  and  particularly  to  the 
means  of  promoting  such  as  will  tend  to  render  the  United  States 
independent  of  foreign  nations  for  military  and  other  essential  sup- 
plies; and  he  thereupon  respectfully  submits  the  following  report: 

The  expediency  ol  encouraging  manufactures  in  the  Umted  States, 
which  was  not  long  since  deemed  very  questionable,  appears  at  this 
time  to  be  pretty  generally  admitted.  The  embarrassments  which 
have  obstructed  the  progress  of  our  external  trade,  have  led  to 
serious  reflections  on  the  necessity  of  enlarging  the  sphere  of  our 
domestic  conunerce.  The  restrictive  ri^ulations,  whicn,  in  foreign 
markets,  abridge  the  vent  of  the  increasing  surplus  of  our  agricul- 
tural produce,  serve  to  beget  an  earnest  desire  that  a  more  exten- 
sive demand  for  that  surplus  may  be  created  at  home;  and  the  com- 
plete success  which  has  rewarded  manufacturing  enterprise,  in  some 
valuable  branches,  conspiring  with  the  promising  symptoms  which 
attend  some  less  mature  essays  in  others,  justify  a  hope  that  the 
obstacles  to  the  gro¥Pth  of  this  species  of  industry  are  less  formidable 
than  they  were  apprehended  to  oe;  and  that  it  is  not  difficult  to  find, 
in  its  further  extension,  a  full  indemnification  for  any  external  dis- 
advantages, which  are  or  may  be  experienced,  as  well  as  an  acces- 
sion of  resources,  favorable  to  national  independence  and  safety. 

There  still  are,  nevertheless,  respectable  patrons  of  opinions  un- 
friendly to  the  encouragement  of  manufactures.  The  following  are, 
substantially,  the  arguments  by  which  these  opinions  are  defended: 

"In  every  country  (say  those  who  entertain  them)  agriculture  is 
the  most  beneficial  and  productive  object  of  human  industry.  This 
position,  generally  if  not  imiversally  true,  applies  with  peculiar 
emphasis  to  the  United  States  on  account  of  their  immense  tracts  of 
fertile  territory,  uninhabited  and  unimproved.  Nothing  can  afford 
so  advantageous  an  employment  for  capital  and  labor  as  the  con- 
version of  this  extensive  wudemess  into  cultivated  farms.  Nothing, 
e()ually  with  this,  can  contribute  to  the  population,  strength,  and  real 
riches  of  the  country. 

"To  endeavor  by  the  extraordinary  patronage  of  Government  to 
accelerate  the  growth  of  manufactures  is,  in  fact,  to  endeavor,  by 
force  and  art,  to  transfer  the  natural  current  of  industry  from  a  more 
to  a  less  beneficial  channel.  Whatever  has  such  a  tendency  must 
necessarily  be  unwise;  indeed,  it  can  hardly  ever  be  wise  in  a  gov- 
ernment to  attempt  to  give  a  direction  to  the  industry  of  its  citizens. 
This,  under  the  quick-sighted  guidance  of  private  mterests,  will,  if 
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left  to  itself,  infallibly  find  its  own  way  to  the  most  profitable  employ- 
ment; and  it  is  by  such  employment  that  the  public  prosperity  will 
be  most  efi'ectually  promoted.  To  leave  industry  to  itself,  therefore, 
is,  in  almost  every  case,  the  soundest  as  well  as  the  simplest  policy. 

**  This  policy  is  not  only  recommended  to  the  United  States  by  con- 
siderations that  will  affect  all  nations;  it  is,  in  a  manner,  dictated  to 
them  by  the  imperious  force  of  a  very  peculiar  situation.  The  small- 
ness  of  their  population  compared  witn  their  territory:  the  constant 
allurements  to  emigration  from  the  settled  to  the  unsettled  parts  of 
the  country;  the  facility  with  which  the  less  independent  condition 
of  the  artisan  can  be  exchanged  for  the  more  independent  condition 
of  the  farmer;  these  and  similar  causes  conspire  to  produce,  and,  for 
a  length  of  time,  must  continue  to  occasion  a  scarcity  of  hands  for 
manufacturing  occupation  and  deamess  of  labor  generally.  To  these 
disadvantages  for  tne  prosecution  of  manufactures,  a  deficiency  of 
pecuniary  capital  being  added,  the  prospect  of  a  successful  competi- 
tion with  the  manufactures  of  Europe  must  be  regarded  as  little  less 
than  desperate.  Extensive  manufactures  can  only  be  the  offspring 
of  a  redundant,  at  least  of  a  full  population.  Till  the  latter  shall 
characterize  the  situation  of  this  country,  ^tis  vain  to  hope  for  the 
former. 

''If,  contrary  to  the  natural  course  of  things,  an  unseasonable  and 
premature  sprmg  can  be  given  to  certain  fabrics,  by  heavy  duties, 
prohibitions,  bounties,  or  by  other  forced  expedients,  this  will  only 
be  to  sacrifice  the  interests  of  the  community  to  those  of  particular 
classes.  Besides  the  misdirection  of  labor,  a  virtual  monopoly  will 
be  given  to  the  persons  employed  on  such  fabric^s,  and  an  enhance- 
ment of  price,  the  inevitable  consequence  of  every  monopoly,  must 
be  defrayed  at  the  expense  of  the  other  parts  of  the  society.  It  is 
far  preferable  that  those  persons  should  be  engaged  in  the  cultivation 
of  tne  earth,  and  that  we  should  procure,  in.  exchange  for  its  produc- 
tions, the  commodities  with  which  foreigners  are  able  to  supply  us  in 
greater  perfection  and  upon  better  terms." 

This  mode  of  reasoning  is  founded  upon  facts  and  principles  which 
have  certainly  respectable  pretensions.  If  it  had  governed  the  con- 
duct of  nations  more  generally  than  it  has  done,  there  is  room  to 
suppose  that  it  might  have  earned  them  faster  to  prosperity  and  great- 
ness than  they  have  attained  by  the  pursuit  of  maxims  too  widely 
opposite.  Most  general  theories,  however,  admit  of  numerous  excep- 
tions, and  there  are  few,  if  any,  of  the  political  kind  which  do  not 
blend  a  considerable  portion  of  error  witn  the  truths  they  inculcate. 

In  order  to  an  accurate  judgment  how  far  that  which  has  been  just 
stated  ought  to  be  deemed  liable  to  a  similar  imputation,  it  is  neces- 
sary to  advert  carefully  to  the  considerations  which  plead  in  favor  of 
manufactures,  and  which  appear  to  recommend  the  special  and  posi- 
tive encouragement  of  tliem  m  certain  cases  and  under  certain  reason- 
able limitations. 

It  ought  readily  to  be  conceded  that  the  cultivation  of  the  earth, 
as  a  primary  and  most  certain  source  of  national  supply;  as  the  imme- 
diate and  cnief  source  of  subsistence  to  man ;  as  the  principal  source 
of  those  materials  which  constitute  the  nutriment  of  other  kinds  of 
labor;  as  including  a  state  most  favorable  to  the  freedom  and  inde- 
pendence of  the  human  mind — one,  perhaps,  most  conducive  to  the 
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multiplication  of  the  human  species — has  intrinsically  a  strong  claim 
to  preeminence  over  every  other  kind  of  industry. 

But  that  it  has  a  title  to  anything  like  exclusive  predilection  in 
any  country  ought  to  be  admitted  with  great  caution;  that  it  is  even 
more  productive  than  every  other  brancn  of  industry  requires  more 
evidence  than  has  yet  been  given  in  support  of  the  position.  That 
its  real  interests^  precious  and  important  as,  without  any  help  of 
exa^eration,  they  truly  are,  will  be  advanced,  rather  than  injured, 
by  the  due  encouragement  of  manufactures,  may,  it  is  believed,  be 
satisfactorily  demonstrated.  And  it  is  also  believed  that  the  expedi- 
ency of  sucn  encouragement,  in  a  general  view,  may  be  shown  to  be 
recommended  by  the  most  cogent  and  persuasive  motives  of  national 

policy. 

It  nas  been  maintained  that  agriculture  is  not  only  the  most  pro- 
ductive, but  the  only  productive  species  of  industry.  The  reality  of 
this  suggestion,  in  either  respect,  has,  however,  not  been  verified  by 
any  accurate  detail  of  facts  and  calculations;  and  the  general  argu- 
ments which  are  adduced  to  prove  it  are  rather  subtue  and  para- 
doxical than  solid  or  convincing. 

Those  which  maintain  its  exclusive  productiveness  are  to  this 
effect: 

Labor  bestowed  upon  the  cultivation  of  land  produces  enough  not 
only  to  replace  all  the  necessary  expenses  incurred  in  the  business  and 
tomaintam  the  persons  who  are  employed  in  it,  but  to  afford,  together 
with  the  ordinarv  profit  on  the  stock  or  capital  of  the  farmer,  a  net 
surplus  or  rent  for  the  proprietor  or  landlord  of  the  soil.  But  the 
labor  of  artificers  does  notning  more  than  replace  the  stork  tKIZK" 
employs  them  (or  which  furnishes  materials,  tools,  and  wag^es) 
ana  yield  the  ordinary  profit  upon  the  stock.  It  yields  nothing 
equivalent  to  the  rent  of  land*  neither  does  it  add  anything  to  the 
total  value  of  the  whole  annual  produce  of  the  land  and  labor  of  the 
country.  The  additional  value  given  to  those  parts  of  the  produce 
of  land,  which  are  wrought  into  manufactures  is  counterbalanced  by 
the  value  of  those  other  parts  of  that  produce  which  are  consumed  by 
the  manufacturers.  It  can,  therefore,  only  be  by  saving  or  parsi- 
mony, not  by  the  positive  productiveness  of  their  labor,  that  the 
classes  of  artificers  can,  in  any  degree,  augment  the  revenue  of  the 
society. 

To  this  it  has  been  answered : 

1.  '^That,  inasmuch  as  it  is  acknowledged  that  manufacturing 
labor  rej)roduces  a  value  equal  to  that  which  is  expended  or  con- 
sumed m  carrying  it  on,  and  continues  in  existence  the  original 
stock  or  capital  employed,  it  ought,  on  that  account  alone,  to  escane 
being  considered  as  wholly  unproductive.  That,  though  it  should 
be  admitted,  as  alleged,  tKat  the  consumption  of  the  produce  of  the 
soil  by  the  classes  of  artificers  or  manufacturers  is  exactly  eaual  to 
the  value  added  by  their  labor  to  the  materials  upon  which  it  is 
exerted,  yet  it  would  not  thence  follow  that  it  added  nothing  to  the 
revenue  of  the  society  or  to  the  aggregate  value  of  the  annual  pro- 
duce of  its  land  and  labor.  If  the  consumption  for  any  given  period 
amounted  to  a  given  sum  and  the  increased  value  of  the  produce 
manufactured  in  the  same  period  to  a  like  sum,  the  total  amount 
of  the  consumptiim  and  production  during  that  period  would  be 
equal  to  the  two  sums,  and  consequently  double  the  value  of  the 
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agricultural  produce  consumed,  and  though  the  increment  of  value 
produced  by  the  classes  of  artificers  showd  at  no  time  exceed  the 
value  of  the  produce  of  the  land  consumed  bj  them,  yet  there  would 
be  at  every  moment,  in  consequence  of  their  labor,  a  greater  value 
of  goods  in  the  market  than  would  exist  independent  of  it/' 

2.  *^That  the  position  that  artificers  can  augment  the  revenue  of 
a  society  only  by  parsimony  is  true  in  no  other  sense  than  in  one 
which  is  equally  applicable  to  husbandmen  or  cultivators.  It  may 
be  alike  affirmed  of  all  these  classes  that  the  fund  acquired  by  their 
labor  and  destined  for  their  support  is  not,  in  an  ordinary  way, 
more  than  equal  to  it.  And  hence  it  will  follow  that  augmentations 
of  the  wealth  or  capital  of  the  community  (except  in  the  instances 
of  some  extraordinary  dexterity  or  skUl)  can  only  proceed  with 
respect  to  any  of  them  from  the  savings  of  the  more  thrifty  and 
parsimonious. 

3.  ^'That  the  annual  produce  of  the  land  and  labor  of  a  country 
can  only  be  increased  in  two  ways — by  some  improvement  in  the 
productive  powers  of  the  useful  labor  which  actually  exists  within  it. 
or  by  some  mcrease  ifi  the  quantity  of  such  labor.  That,  with  resara 
to  the  first,  the  labor  of  artificers  being  capable  of  greater  suboivi- 
sion  and  simplicity  of  operation  than  that  of  cultivators,  it  is  sus- 
ceptible, in  a  proportionately  greater  degree  of  improvement  in  its 
productive  powers,  whether  to  t>e  derived  from  an  accession  of  skill 
or  from  the  application  of  ingenious  machinery;  in  which  particular, 
therefore,  the  labor  employed  in  the  culture  of  land  can  pretend  to 
no    advantage   over   that   engaged    in   manufactures.    That,    with 

V  regard  to^  an  au^entation  of  the  quantity  of  useful  labor,  this, 
excluding* adventitious  circumstances,  must  depend  essentially  upon 
an  increase  of  capital,  which  again  must  depend  upon  the  savmgs 
made  out  of  the  revenues  of  those  who  furnish  or  manage  that  whioi 
is  at  any  time  employed,  whether  in  agriculture  or  in  manufactures, 
or  in  any  other  way." 

But,  while  the  exclusive  productiveness  of  agricultural  labor  has 
been  thus  denied  and  refuted,  the  superiority  of  its  productiveness 
has  been  conceded  without  hesitation.  As  this  concession  involves 
a  point  of  considerable  magnitude,  in  relation  to  maxims  of  public 
administration,  the  pounds  on  which  it  rests  are  worthy  of  a  distinct 
and  particular  exammation. 

One  of  the  ai^uments  made  use  of  in  support  of  the  idea,  may  be 
pronounced  bot£  quaint  and  superficial.  It  amounts  to  this:  That, 
m  the  productions  of  the  soil,  nature  cooperates  with  man;  and  that 
the  eflFect  of  their  joint  labor  must  be  greater  than  that  oi  tlie  labor 
of  man  alone. 

This,  however,  is  far  from  being  a  necessary  inference.  It  is  very 
conceivable  that  the  labor  of  man  alone  laid  out  upon  a  work  requir- 
ing great  skill  and  art  to  bring  it  to  perfection  may  be  more  productive 
in  value  than  the  labor  of  nature  and  man  combined  when  directed 
toward  more  simple  operations  and  objects;  and  when  it  is  recol- 
lected to  what  an  extent  the  agency  of  nature,  in  the  application  of 
the  mechanical  powers,  is  made  auxiliary  to  the  prosecution  of  manu- 
factures, the  suggestion  which  has  iJeen  noticed  loses  even  the 
appearance  of  plausibility. 

It  might  also  be  observed,  with  a  contrary  view,  that  the  labor 
employed  in  agriculture  is  in  a  great  measure  periodical  and  occa- 
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sional,  depending  on  seasons,  and  liable  to  various  and  long  intermis- 
sions, while  that  occupied  in  many  manufactures  is  constant  and 
regular,  extending  through  the  year,  embracing  in  some  instances 
ni^ht  as  well  as  day.  It  is  also  probable  that  there  are  among  the 
cmtivators  of  land  more  examples  of  remissness  than  among  artificers. 
The  farmer,  from  the  peculiar  fertility  of  his  land  or  some  other 
favorable  circumstance,  may  frequently  obtain  a  livelihood  even  with 
a  considerable  decree  of  carelessness  in  the  mode  of  cultivation,  but 
the  artisan  can  with  difficulty  effect  the  same  object  without  exerting 
himself  pretty  ec][ually  with  all  those  who  are  engaged  in  the  same 
pursuit.  And  if  it  may  likewise  be  assumed  as  a  fact  that  manufac- 
tures open  a  wider  field  to  exertions  of  ingenuity  than  agriculture,  it 
would  not  be  a  strained  conjecture  that  the  labor  employed  in  the 
former,  being  kt  once  more  constant,  more  uniform,  and  more  ingen- 
ious than  that  which  is  employed  in  the  latter,  will  be  found  at  the 
same  time  more  productive. 

But  it  is  not  meant  to  lay  stress  on  observations  of  this  nature; 
they  ou^ht  only  to  serve  as  a  counterbalance  to  those  of  a  similar 
complexion.  Circumstances  so  vague  and  general,  as  well  as  so 
abstract,  can  afford  little  instruction  in  a  matter  of  this  kind. 

Another,  and  that  which  seems  to  be  the  principal  argument  offered 
for  the  superior  productiveness  of  agricultural  labor  turns  upon  the 
allegation  that  labor  employed  on  manufactures  yields  nothing  equiv- 
alent to  the  rent  of  land,  or  to  that  net  surplus,  as  it  is  calleo,  which 
accrues  to  the  proprietor  of  the  soil. 

But  this  distinction,  important  as  it  has  been  deemed,  appears 
rather  verbal  than  substantial. 

It  is  easily  discernible  that  what,  in  the  first  instance,  is  divided 
into  two  parts,  under  the  denominations  of  the  ordinary  profit  of  the 
stock  of  tne  farmer  and  rent  to  the  landlord,  is,  in  the  second  instance, 
united  under  the  general  appellation  of  the  ordinary  profit  on  the 
stock  of  the  undertaker;  ana  that  this  formal  or  verbal  distribution 
constitutes  the  whole  difference  in  the  two  cases.  It  seems  to  have 
been  overlooked  that  the  land  is  itself  a  stock  or  capital,  advanced 
or  lent  by  its  owner  to  the  occupier  or  tenant,  and  tnat  the  rent  he 
receives  is  only  the  ordinary  profit  of  a  certain  stock  in  land,  not 
managed  by  the  proprietor  himself,  but  by  another,  to  whom  he  lends 
or  lets  it,  and  wno,  on  his  part,  advances  a  second  capital  to  stock 
and  improve  the  land,  upon  which  he  also  receives  the  usual  profit. 
The  rent  of  the  landlord  and  the  profit  of  the  farmer  are,  therefore, 
nothing  more  than  the  ordinary  profits  of  two  capitals  belonging  to 
two  dinerent  persons  and  united  in  the  cultivation  of  a  farm,  as,  in 
the  other  case,  the  surplus  which  arises  upon  any  manufactory,  after 
replacing  the  expenses  of  carrying  it  on,  answers  to  the  ordinary 
profits  of  one  or  more  capitals  engaged  in  the  prosecution  of  sucn 
manufactory.  It  is  said  one  or  more  capitals,  because,  in  fact,  the 
same  thing  which  is  contemplated  in  the  case  of  the  farm  sometimes 
happens  in  that  of  a  manufactory.  There  is  one,  who  furnishes  a 
part  of  the  capital  or  lends  a  part  of  the  money  by  which  it  is  carried 
on,  and  another,  who  carries  it  on  with  the  addition  of  his  own  capital. 
Out  of  the  surplus  which  remains  after  defraying  expenses,  an  interest 
is  paid  to  the  money  lender,  for  the  portion  of  the  capital  furnished 
by  him,  which  exactly  aerees  with  the  rent  paid  to  the  landlord;  and 
the  residue  of  that  surplus  constitutes  the  profit  of  the  imdertaker 
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or  manufacturer  and  a^ees  with  what  is  denominated  the  ordinary 
profits  on  the  stock  of  the  farmer.  Both  together  make  the  ordinary 
profits  of  two  capitals  employed  in  a  manufactory,  as,  in  the  other 
case,  the  rent  of  the  landlord  and  the  revenue  of  tne  farmer  compose 
the  ordinary  profits  of  two  capitals  employed  in  the  cultivation  of  a 
farm. 

The  rent,  therefoie,  accrumg  to  the  proprietor  of  the  land,  far 
from  being  a  criterion  of  exclusive  productiveness,  as  has  been 
argued,  is  no  criterion  even  of  superior  productiveness.  The  quesr- 
tion  must  stdl  be,  whether  the  surplus,  after  defraying  expenses  of 
a  given  capital,  employed  in  the  purchase  and  improvement  of  a 
piece  of  land,  is  greater  or  less  than  that  of  a  like  capital  employed 
m  the  prosecution  of  a  manufactory;  or  whether  the  whole  value 
produced  from  a  given  capital  and  a  given  quantity  of  labor  em- 
ployed in  one  way  be  greater  or  less  than  the  whole  value  produced 
from  an  equal  capital  and  an  equal  quantity  of  labor  employed  in 
the  other  way;  or  rather,  perhaps,  whether  the  business  of  agriculture 
or  that  of  manufactures  will  yield  the  neatest  product,  according 
to  a  compound  ratio  of  the  quantity  of  tne  capital  and  the  quantity 
of  labor  which  are  employed  in  the  one  or  in  the  other. 

The  solution  of  either  of  these  questions  is  not  easy;  it  involves 
numeroua  and  complicated  details,  depending  on  an  accurate  knowl- 
edge of  the  objects  to  be  compared.  It  is  not  known  that  the  com- 
parison has  ever  yet  been  made  upon  sufficient  data,  properly  ascer- 
tained and  analy^d.  To  be  able  to  make  it  on  the  present  occasion 
with  satisfactory  precision  would  demand  more  previous  inquiry 
and  investigation  than  there  has  been  hitherto  either  leisure  or 
opportunity  to  accomplish. 

Some  essays,  however,  have  been  made  toward  acquiring  the 
requisite  information  which  have  rather  served  to  throw  aoubt 
upon  than  to  confirm  the  hypothesis  imder  examination.  But  it 
ought  to  be  acknowledged  that  they  have  been  too  Uttle  diversified 
and  are  too  imperfect  to  authorize  a  definite  conclusion  either  way, 
leading,  rather,  to  probable  conjecture  than  to  certain  deduction. 
They  render  it  probable  that  there  are  various  branches  of  manu- 
factures in  which  a  given  capital  will  yield  a  greater  total  product  and 
a  considerably  greater  net  product  than  an  equal  capital  invested 
in  the  purchase  and  improvement  of  lands,  and  that  there  are  also 
some  branches  in  which  both  the  gross  and  the  net  produce  will 
exceed  that  of  agricultural  industry,  according  to  a  compound  ratio 
of  capital  and  labor.  But  it  is  on  this  last  point  that  there  appears 
to  be  the  greatest  room  for  doubt.  It  is  far  less  difficult  to  inter 
generally  that  the  net  produce  of  capital  engaged  in  manufacturing 
enterprises  is  greater  tnan  that  of  capital  engaged  in  agriculture. 

The  foregoing  suggestions  are  not  designed  to  inculcate  an  opinion 
that  manuiacturing  industry  is  more  productive  than  that  ot  agri- 
culture. They  are  intended  rather  to  show  that  the  reverse  of  Uiis 
proposition  is  not  ascertained;  that  the  general  arguments  which  are 
Drought  to  establish  it  are  not  satisfactory,  and  consequently  that 
a  supposition  of  the  superior  productiveness  of  tillage  ought  to  be  no 
obstacle  to  listening  to  any  suDstantial  inducements  to  the  encourage- 
ment of  manufactures,  which  may  be  otherwise  perceived  to  exist, 
through  an  apprehension  that  thev  may  have  a  tendency  to  divert 
labor  from  a  more  to  a  less  profitable  employment. 
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It  is  extremely  probable  that,  on  a  full  and  accurate  development 
of  the  matter,  on  the  ground  of  fact  and  calculation,  it  would  oe  dis- 
covered that  there  is  no  material  difference  between  the  aggregate 
productiveness  of  the  one,  and  of  the  other  kind  of  industry;  and 
that  the  propriety  of  the  encouragements  which  may,  in  any  case, 
be  proposed  to  be  given  to  either,  ought  to  be  determined  upon  con- 
siderations irrelative  to  any  comparison  of  that  nature. 

II.  But  without  contending  for  the  superior  productiveness  of 
manufacturing  industry,  it  may  conduce  to  a  better  judgment  of  the 
policy  which  ought  to  be  pursued  respecting  its  encouragement  to 
contemplate  the  subject  under  some  aaditional  aspects,  tending  not 
only  to  confirm  the  idea  that  this  kind  of  industry  has  been  improp- 
erly represented  as  unproductive  in  itself,  but  to  evince,  in  addition, 
that  the  estabhshment  and  diffusion  of  manufactures  have  the  effect 
of  rendering  the  total  mass  of  useful  and  productive  labor,  in  a  com- 
munity, greater  than  it  would  otherwise  be.  In  prosecuting  this 
discussion,  it  may  be  necessary  briefly  to  resume  and  review  some 
of  the  topics  which  have  been  already  touched. 

To  affirm  that  the  labor  of  the  manufacturer  is  unproauctive  oe- 
cause  he  consumes  as  much  of  the  produce  of  land  as  he  adds  value  to 
the  raw  material  which  he  manufactures,  is  not  better  founded,  than 
it  would  be  to  affirm  that  the  labor  of  the  farmer,  which  furnishes 
materials  to  the  manufacturer,  is  unproductive  because  he  consumes 
an  equal  value  of  manufactured  articles.  Each  furnishes  a  certain 
portion  of  the  produce  of  his  labor  to  the  other,  and  each  destroys  a 
correspondent  portion  of  the  produce  of  the  labor  of  the  other.  In 
the  meantime  the  maintenance  of  two  citizens  instead  of  one  is  going 
on;  the  State  has  two  members  instead  of  one;  and  they,  together, 
consume  twice  the  value  of  what  is  produced  from  the  land. 

If,  instead  of  a  farmer  and  artificer,  there  were  a  farmer  only,  he 
would  be  under  the  necessity  of  devoting  a  part  of  his  labor  to  the 
fabrication  of  clothing,  and  other  articles,  which  he  would  procure  of 
the  artificer,  m  case  of  there  being  such  a  person;  and  of  course  he 
would  be  able  to  devote  less  labor  to  the  cultivation  of  his  farm,  and 
would  draw  from  it  a  proportionately  less  product.  The  whole 
quantity  of  production,  in  this  state  of  thmgs,  in  provisions,  raw 
materiaJs,  and  manufactures,  would  certainly  not  exceed  in  value  the 
amount  of  what  would  be  produced  m  provisions  and  raw  materials 
only,  if  there  were  aii  artificer  as  well  as  a  farmer. 

Again,  if  there  were  both  an  artificer  and  a  farmer,  the  latter  would 
be  left  at  liberty  to  pursue  exclusively  the  cultivation  of  his  farm.  A 
greater  quantity  of  provisions  and  raw  materials  would,  of  course,  be 
produced,  equal,  at  least,  as  has  been  already  observed,  to  the  whole 
amoimt  of  tne  provisions,  raw  materials,  and  manufactures,  which 
would  exist  on  a  contrary  supposition.  The  artificer,  at  the  same 
time,  would  be  goiag  on  in  the  production  of  manufactured  commodi- 
ties, to  an  amount  sufficient,  not  only  to  repay  the  farmer,  in  those 
commodities,  for  the  provisions  and  materials  which  were  procured 
from  him,  but  to  furnish  the  artificer  himself,  with  a  supply  of  similar 
commodities  for  his  own  use.  Thus,  then,  there  would  be  two 
quantities  or  values  in  existence,  instead  of  one;  and  the  revenue  and 
consumption  would  be  double,  in  one  case,  what  it  would  be  in  the 
other. 
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If,  in  place  of  both  of  these  suppositions,  there  were  supposed  to  be 
two  fanners  and  no  artificer,  eacn  of  whom  applied  a  part  of  his  labor 
to  the  culture  of  land,  and  another  part  to  the  fabrication  of  manufac- 
tures: in  this  case,  the  portion  of  the  labor  of  both  bestowed,  upon 
land,  would  produce  the  same  quantity  of  provisions  and  raw  mate- 
rials only,  as  would  be  produced  by  the  entire  sum  of  the  labor  of  one, 
applied  in  the  same  manner,  and  the  portion  of  the  labor  of  both, 
bestowed  upon  manufactures,  would  produce  the  same  quantity  of 
manufactures  only,  as  would  be  produced  by  the  entire  sum  of  the 
labor  of  one,  applied  in  the  same  manner.  Hence,  the  produce  of 
the  labor  of  the  two  farmers  would  not  be  greater  than  the  produce 
of  the  labor  of  the  farmer  and  the  artificer;  and  hence  it  results, 
that  the  labor  of  the  artificer  is  as  positively  productive  as  that  of  the 
farmer,  and  as  positively  augments  the  revenue  of  the  society. 

The  labor  of  tne  artificer  replaces  to  the  farmer  that  portion  of  his 
labor  with  which  he  provides  the  materials  of  exchanTO  with  the 
artificer,  and  which  he  would  otherwise  have  been  compelled  to  apply 
to  manufactures;  and  while  the  artificer  thus  enables  the  farmer  to 
enlarge  his  stock  of  agricultural  industry,  a  portion  of  ^hich  he 

fmrchases  for  his  own  use,  he  also  supplies  himself  with  the  manu- 
actured  articles,  of  which  he  stands  in  need.  He  does  still  more. 
Besides  this  equivalent,  which  he  gives  for  the  portion  of  agricultural 
labor  consumed  by  him,  and  this  supply  of  manufactured  commodi- 
ties for  his  own  consumption,  he  furnishes  still  a  surplus,  which 
compensates  for  the  use  of  the  capital  advanced,  either  by  himself 
or  some  other  person,  for  carrying  on  the  business.  This  is  the 
ordinary  profit  of  the  stock  employed  in  the  manufactory,  and  is,  in 
every  sense,  as  effective  an  addition  to  the  mcome  of  the  society  as 
the  rent  of  land. 

The  produce  of  the  labor  of  the  artificer,  consequently,  may  be 
regarded  as  composed  of  three  parts;  one,  by  which  tne  provisions  for 
his  subsistence  and  the  materials  for  his  work,  are  purchased  of  the 
farmer;  one,  by  which  he  supplies  himself  with  manufactured  neces- 
saries; and  a  third,  which  constitutes  the  profit  on  the  stock  em- 
ployed. The  last  two  portions  seem  to  have  been  overlooked,  in  the 
system  which  represents  manufacturing  industry,  as  barren  and 
Unproductive. 

In  the  course  of  the  preceding  illustrations,  the  products  of  equal 
quantities  of  the  labor  of  the  farmer  and  artificer  have  been  treated 
as  if  equal  to  each  other.  But  this  is  not  to  be  understood  as  intending 
to  assert  any  such  precise  equality.  It  is  merely  a  manner  of  ex- 
pression, adopted  for  the  sake  of  simplicity  and  perspicuity.  Whether 
the  value  of  the  produce  of  the  labor  of  tne  farmer  be  somewhat  more 
or  less  than  that  of  the  artificer,  is  not  material  to  the  main  scope  of 
the  are:ument,  which  hitherto  has  only  aimed  at  showing  that  the  one, 
as  well  as  the  other,  occasions  a  positive  augmentation  of  the  total 
produce  aud  revenue  of  the  society. 

It  is  now  proper  to  proceed  a  step  further,  and  to  enumerate  the 
pri.uipal  circumstances  from  which  it  may  be  inferred  that  manufac- 
turiiig  establishments  not  only  occasion  a  positive  augmentation  of 
the  produce  and  revenue  of  the  society,  but  that  they  contribute 
essentially  to  renderidg  them  greater  tnan  they  could  possibly  be, 
without  such  establishments.     These  circumstances  are: 

1.  The  division  of  labor. 
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2.  As  TO  AN  Extension  of  the  Use  of  Machineky.  a  Point 
Which,  Though  Parti^y  Anticipated,  Requires  to  Be  Placed 
IN  One  or  Two  Additional  Lights. 

The  employment  of  machmery  forms  an  item  of  ^eat  import ance  in 
the  general  mass  of  national  industry.  It  is  an  artificial  force  brought 
in  aid  of  the  natural  force  of  man;  and,  to  all  purposes  of  labor,  is  an 
increase  of  hands,  an  acce8sion  of  strength,  unencumbered,  too,  by 
the  expeiLse  of  maintaining  the  laborer.  May  it  not,  thervrfore,  be 
fairly  inferred  that  those  occupations  which  give  greatest  scope  to 
the  use  of  this  auxiliary  contrioute  most  to  the  general  stock  of  in- 
dustrious effort  and,  m  consequence,  to  the  general  product  of 
industry  ? 

It  shall  be  taken  for  granted,  and  the  truth  of  the  position  referred 
to  observation,  that  manufacturing  pursuits  are  susceptible,  in  a 
greater  degree,  of  the  application  of  machinery  than  those  of  api- 
culture. 11  so,  all  the  oiiference  is  lost  to  a  community,  which, 
instead  of  manufacturing  for  itself,  procures  the  fabrics  requisite 
to  its  supply  from  other  countries.  The  substitution  of  foreign  for 
domestic  manufactures  is  a  transfer  to  foreign  nations  of  the  m van- 
tages accruing  from  the  employment  of  machinery  in  the  modes 
in  which  it  is  capable  of  being  employed  with  most  utility  and  to 
the  greatest  extent. 

The  cotton  mill  invented  in  England  within  the  last  20  years  is 
a  signal  illustration  of  the  general  proposition  which  has  just  been 
advanced.  In  consequence  of  it,  all  the  different  processes  for 
spinning  cotton  are  performed  bv  means  of  machines,  which  are 
put  in  motion  by  water,  and  attenoed  chiefly  by  women  and  children, 
and  by  a  smaller  number  of  persons,  in  the  whole,  than  are  requisite 
in  the  ordinary  mode  of  spinning.  And  it  is  an  advantage  of  ^eat 
moment  that  the  operations  of  this  mill  continue  with  convemenc^ 
during  the  night  as  well  as  through  the  day.  The  prodigious  effect 
of  such  a  machine  is  easily  conceived.  To  this  invention  is  to  be 
attributed,  essentially,  the  immense  process  which  has  been  so 
suddenly  made  in  Great  Britain  in  the  various  fabrics  of  cotton. 

3.  As  to  the  Additional  Employment  of  Classes  of  the  Com- 
munity Not  Originally  Engaged  in  the  Pabticlt-ab  Business. 

This  is  not  among  the  least  valuable  of  the  means  by  which  manu- 
facturing institutions  contribute  to  augment  the  general  stock  of 
industry  and  production.  In  places  w^ere  those  institutions  pre- 
vail, besides  tiie  persons  regularly  engaged  in  them,  they  afford 
occasional  and  extra  employment  to  industrious  individuals  and 
families,  who  are  willing  to  devote  the  leisure  resulting  from  the 
intermissions  of  their  ordinary  pursuits  to  collateral  labors,  as  a 
resource  for  multiplying  their  acquisitions  or  their  enjoyments. 
The  husbandman  himsen  experiences  a  new  source  of  profit  and 
support  from  the  increased  industry  of  his  wife  and  daughters,  invited 
and  stimulated  by  the  demands  of  the  neighboring  manufactories. 

Besides  this  advantage  of  occasional  einployment  to  classes  having 
different  occupations,  mere  is  another,  of  a  nature  allied  to  it,  and 
of  a  similar  tendency.  This  is  the  employment  of  persons  who  would 
otherwise  be  idle,  and  in  many  cases  a  burden  on  the  community. 


14  BEPOBT  ON  MAKUFAGTUBBS. 

5.  As  TO  THE  Furnishing  Greater  Scope  for  the  Divebsitt  of 
Talents  and  Dispositions  which  Discriminate  Men  from 
Each  Other. 

This  in  a  much  more  powerful  means  of  augmenting  the  fund  of 
national  industry  than  may  at  first  sight  appear.  It  is  a  just  observa- 
tion that  minds  of  the  strongest  and  mpst  active  powers  for  their 
proper  objects  fall  below  mediocritjr  antl  labor  without  effect  if  con- 
fined to  uncongenial  pursuits.  And  it  is  thence  to  be  inferred  that  the 
results  of  human  exertion  may  be  immensely  increased  by  diversifying 
its  objects.  When  all  the  different  kinds  of  industry  obtain  in  a 
community  each  individual  can  find  his  proper  element  and  can  call 
into  activity  the  whole  vigor  of  his  nature,  and  the  community  is 
benefited  by  the  services  of  its  respective  members  in  the  manner  in 
which  each  can  serve  it  with  most  effect. 

If  there  be  anything  in  a  remark  often  to  be  met  with,  namely,  that 
there  is  in  the  genius  of  the  people  of  this  country  a  peculiar  aptitude 
for  mechanic  improvements,  it  would  operate  as  a  forcible  reason  for 
giving  opportunities  to  the  exercise  of  that  species  of  talent  by  the 
propagation  of  manufactures. 

6.  As  TO  THE  Affordino  a  More  Ample  and  Various  Field  for 

Enterprise. 

This  also  is  of  greater  consequence  in  the  general  scale  of  national 
exertion  than  mi^t,  perhaps,  on  a  superficial  view  be  supposed,  and 
has  effects  not  altogether  oissimilar  from  those  of  the  cux^umstance 
last  noticed.  To  cnerish  and  stimulate  the  activity  of  the  human 
mind,  by  multiplving  the  objects  of  enterprise,  is  not  among  the  least 
considerable  of  the  expedients  by  which  the  wealth  of  a  nation  may 
be  promoted.     Even  things  in  themselves  not  positively  advanta- 

feous  sometimes  become  so  by  their  tendency  to  provoke  exertion. 
}very  new  scene  which  is  opened  to  the  busy  nature  of  mai^  to  rouse 
and  exert  itself  is  the  addition  of  a  new  energy  to  the  general  stock  of 
effort. 

The  spirit  of  enterprise,  useful  and  prolific  as  it  is,  must  necessarily 
be  contracted  or  expanded  in  proportion  to  the  simplicity  or  variety 
of  the  occupations  and  productions  which  are  to  be  found  m  ii  society. 
It  must  be  less  in  a  nation  of  mere  cultivators  than  in  a  nation  of 
cultivators  and  merchants;  less  in  a  nation  of  cultivators  and  mer- 
chants than  in  a  nation  of  cultivators,  artificers,  and  merchants. 

7.  As  to  the  Creating,  in  Some  Instances,  a  New  and  Securing 
IN  Aix  A  More  Certain  and  Steady  Debcand  for  the  Surplus 
Produce  of  the  Soil. 

This  is  among  the  most  im|>ortant  of  the  circumstances  which  have 
been  indicated.  It  is  a  principal  mean  by  which  the  establishment 
of  manufactures  contributes  to  an  augmentation  of  the  produce  or 
revenue  of  a  country,  and  has  an  immediate  and  direct  relation  to  the 
prospjeritj;  of  agriculture. 

It  is  evident  that  the  exertions  of  the  husbandman  will  be  steady 
or  fluctuating,  vigorous  or  feeble,  in  proportion  to  the  steadiness  or 
fluctuation,  adequateness  or  inadequateness  of  the  markets  on  which 
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he  must  depend,  for  the  vent  of  the  surplus  which  may  he  produced 
by  his  labor;  and  that  such  surplus,  in  the  ordinary  course  of  things, 
will  be  s;reater  or  less  in  the  same  proportion. 

For  tne  purpose  of  this  vent  a  domestic  market  is  greatly  to  be 
preferred  to  a  foreign  one,  because  it  is,  in  the  nature  of  things,  far 
more  to  be  relied  upon. 

It  is  a  primary  object  of  the  policy  of  nations  to  be  able  to  supply 
themselves  with  subsistence  from  their  own  soils;  and  manufacturmg 
nations,  as  far  as  circumstances  permit,  endeavor  to  procure  from 
the  same  source  the  raw  materials  necessary  for  their  own  fabrics. 

This  disposition,  urged  by  the  spirit  of  monopoly,  is  sometimes 
even  carried  to  an  injudicious  extreme.  It  seems  not  always  to  be 
recollected  that  nations  who  have  neither  mines  nor  maniifactures 
can  only  obtain  the  manufactured  articles  of  which  they  stand  iix 
need  by  an  exchange  of  the  products  of  their  soils,  and  that  if  those 
who  can  best  furnish  them  with  such  articles  are  unwilling  to  give 
clue  course  to  this  exchange  they  must  of  necessity  make  every  pos^ 
sible  effort  to  manufacture  for  themselves,  the  effect  of  which  is  that 
the  manufacturing  nations  abridge  the  natural  advantages  of  their 
situation  through  an  unwillingness  to  permit  the  agricultural  coun- 
tries to  enjoy  the  advantages  of  theirs  and  sacrifice  the  interests  of  a 
mutually  beneficial  intercourse  to  the  vain  project  of  selling  every- 
thing  and  buying  nothing. 

But  it  is  also  a  consequence  of  the  policy  which  has  been  noted 
that  the  foreign  demands  for  the  products  of  agricultural  countries 
is,  in  a  great  d^ree,  rather  casual  and  occasional  than  certain  and 
constant.  To  what  extent  injurious  interruptions  of  the  demand  for 
some  of  the  staple  commodities  of  the  United  States  maj  have  been 
experienced  from  that  cause  must  be  referred  to  the  judgment  of 
those  who  are  engaged  in  carrying  on  the  commerce  of  the  country; 
but  it  may  be  saiely  affirmed  that  such  interruptions  are  at  times 
veiy  inconveniently  felt,  and  that  cases  not  inirequentlv  occur  in 
which  markets  are  so  confined  and  restricted  as  to  render  the  demand 
very  unequal  to  the  supply. 

tndependently,  likewise,  of  the  artificial  impediments  which  are 
created  by  the  policy  in  question  there  are  natural  causes  tending  to 
render  the  external  demand  for  the  surplus  of  agricultural  nations  a 
precarious  reliance.  The  differences  of  seasons  in  the  countries  which 
are  the  consumers  make  immense  differences  in  the  produce  of 
flieir  own  soils  in  different  years,  and  consequently  in  the  degrees 
of  their  necessity  for  foreign  supply.  Plentiful  harvests  with  tnem, 
especially  if  siinilar  ones  occur  at  the  same  time  in  the  countries 
which  are  the  furnishers,  occasion,  of  course,  a  glut  in  the  markets 
of  the  latter. 

Considering  how  fast  and  how  much  the  progress  of  new  settle- 
ments in  the  United  States  must  increase  the  siuplus  produce  of 
the  soil,  and  weighing  seriously  the  tendency  of  the  system  which 
prevails  among  most  of  the  commercial  nations  of  Europe,  whatever 
dependence  may  be  placed  upon  the  force  of  natural  circumstances  to 
counteract  the  effects  of  an  artificial  poUcy,  there  appear  strong 
reasons  to  regard  the  foreign  demand  for  that  surplus  as  too  uncer- 
tain a  reliance  and  to  desire  a  substitute  for  it  in  an  extensive  domestic 
market. 
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To  secure  such  a  market  there  is  no  other  expedient  than  to  pro- 
mote manufacturing  establishments.  Manufacturers,  who  consti- 
tute the  most  numerous  class  after  the  cultivators  of  the  land,  are 
for  that  reason  the  principal  consumers  of  the  surplus  of  their  labor. 

This  idea  of  an  extensive  domestic  market  for  tne  surplus  produce 
of  the  soil  is  of  first  consequence.  It  is,  of  all  things,  that  which 
most  effectually  conduces  to  a  flourishing  state  of  agriculture.  If 
the  effect  of  manufactories  should  be  to  detach  a  portion  of  the 
hands  which  would  otherwb^e  be  engaged  in  tillage,  it  might  possibly 
cause  a  smaller  quantity  of  lands  to  be  under  cultivation;  nut,  by 
their  tendency  to  procure  a  more  certain  demand  for  the  stirplus 
produce  of  the  soil,  they  would  at  the  same  time  cause  the  lands 
which  were  in  cultivation  to  be  better  improved  and  more  productive. 
And  while  bv  their  influence  the  condition  of  each  indiviaual  farmer 
would  be  meliorated,  the  total  mass  of  agricultural  production  would 
probably  be  increased.  For  this  must  evidently  depend  as  much 
upon  the  degree  of  improvement,  if  not  more,  than  upon  the  number 
01  acres  under  culture. 

It  merits  particular  observation  that  the  multiplication  of  manu- 
factories not  onlv  furnishes  a  market  for  those  articles  which  have 
been  accustometf  to  be  produced  in  abundance  in  a  country;  but  it 
likewise  creates  a  demand  for  such  as  were  either  unknown,  or  pro- 
duced in  inconsiderable  quantities.  The  bowels,  as  well  as  the  sur- 
face of  the  earth,  are  ransacked  for  articles  which  were  before  neg- 
lected. Animals,  plants,  and  minerals  acquire  an  utility  and  value 
which  were  before  unexplored. 

The  foregoing  considerations  seem  sufficient  to  establish^  as  general 
propositions,  that  it  is  the  interest  of  nations  to  diversify  the  indus- 
trious pursuits  of  the  individuals  who  compose  them.  That  the 
establi^nment  of  manufactures  is  calculated  not  only  to  increase  the 
general  stock  of  useful  and  productive  labor,  but  even  to  improve  the 
stage  of  agriculture  in  particular;  certainly  to  advance  the  interests 
of  those  wlio  are  engaged  in  it.  There  are  other  views  that  will  be 
hereafter  taken  of  the  subject,  which  it  is  conceived  will  serve  to 
confirm  these  inferences. 

III.  Previously  to  a  further  discussion  of  the  objections  to  the 
encouragement  of  manufactures,  which  have  been  stated,  it  will  be 
of  use  to  see  what  can  be  said  in  reference  to  the  particular  situation 
of  the  United  States,  against  the  conclusions  appearing  to  result  from 
what  has  already  been  offered. 

It  may  be  observed,  and  the  idea  is  of  no  inconsiderable  weight,  that 
however  true  it  mieht  be  that  a  State  which,  possessing  lai^e  tracts 
of  vacant  and  fertile  territory,  was,  at  the  same  time,  secluded  from 
foreign  conmierce,  would  find  its  interest  and  the  interest  of  agricul- 
ture, in  diverting  a  part  of  its  population  from  till^e  to  manufactures; 
yet  it  will  not  follow,  that  the  same  is  true  of  a  State  which,  having 
such  vacant  and  fertile  territory,  has,  at  the  same  time,  ample  oppor- 
tunity of  procuring  from  abroad,  on  good  terms,  all  the  fabrics  of 
which  it  stands  in  need,  for  the  supply  of  its  inhabitants.  The  power 
of  doing  this  at  least  secures  the  great  advantage  of  a  division  of 
labor,  leaving  the  farmer  free  to  pursue,  exclusively,  the  culture  of 
his  land,  and  enabling  him  to  procure  with  its  products  tlie  manu- 
factured supplies  requisite  either  to  his  wants  or  to  his  enjoyments. 
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And  though  it  should  be  true  that,  in  settled  countries,  the  diversifica- 
tion of  industry  is  conducive  to  an  increase  in  the  productive  powers 
of  labor,  and  to  an  augmentation  of  revenue  and  capital;  yet  it  is 
scarcely  conceivable  that  there  can  be  anything  of  so  solid  and  perma- 
nent advantage  to  an  uncultivated  and  unpeopled  country,  as  to 
convert  its  waste  into  cultivated  and  inhaoited  districts.  If  the 
revenue,  in  the  meantime,  should  be  less,  the  capital,  in  the  event, 
must  be  greater. 

To  these  observations,  the  following  appears  to  be  a  satisfactory 
answer: 

First.  If  the  system  of  perfect  liberty  to  industry  and  commerce 
were  the  preva'ding  system  of  nations,  the  arguments  which  dissuade 
a  country,  in  the  predicament  of  the  United  States,  from  the  zealous 
pursuit  of  manufactures,  would  doubtless  have  great  force.  It  will 
not  be  affirmed  that  they  might  not  be  permitted,  with  few  excep- 
tions, to  serve  as  a  rule  of  national  conduct.  In  such  a  state  of  things, 
each  country  would  have  the  full  benefit  of  its  peculiar  advantages  to 
compensate  for  its  deficiencies  or  disadvantages.  If  one  nation  were 
in  a  condition  to  supply  manufactured  articles,  on  better  terms  than 
another,  that  other  might  find  an  abundant  indenmification  in  a 
superior  capacity  to  furnish  the  produce  of  the  soil.  And  a  free 
exchange,  mutually  beneficial,  of  the  commodities  which  each  was 
able  to  supply,  on  the  best  terms,  might  be  carried  on  between  them, 
supporting,  in  full  vigor,  the  industry  of  each.  And  though  the  cir- 
cumstances which  have  been  mentioned,  and  others  which  will  be 
unfolded  hereafter,  render  it  probable  that  nations,  merely  agricul- 
tural, would  not  enjoy  the  same  degree  of  opulence,  in  proportion 
to  tbeir  numbers,  as  those  which  united  manufactures  with  agricul- 
ture; yet  the  progressive  improvement  of  the  lands  of  the  K)rmer 
might,  in  the  end,  atone  for  an  inferior  degree  of  opulence  in  the 
meantime;  and  in  a  case  in  which  opposite  considerations  are  pretty 
equally  balanced,  the  option  ought,  perhaps,  always  to  be  in  favor  of 
leaving  industry  to  its  own  discretion. 

But  the  system  which  has  been  mentioned,  is  far  from  characteriz- 
ing the  general  policy  of  nations.  The  prevalent  one  has  been  regu- 
lated by  an  opposite  spirit.  The  consequence  of  it  is,  that  the  United 
States  are,  to  a  certain  extent,  in  the  situation  of  a  country  precluded 
from  foreign  commerce.  They  can,  indeed,  without  difficulty,  obtain 
from  abroad  the  manufactured  supplies  of  which  they  are  in  want; 
but  they  experience  numerous  and  very  injurious  impediments  to 
the  emission  and  vent  of  their  own  commodities.  Xor  is  tliis  the 
case  in  reference  to  a  single  foreign  nation  only.  The  regulations 
of  several  countries,  with  which  we  have  the  most  extensive  inter- 
course, throw  serious  obstructions  in  the  way  of  the  principle  staples 
of  the  United  States. 

In  such  a  position  of  things  the  United  States  can  not  exchange 
with  Europe  on  e^ual  terms;  and  the  want  of  reciprocity  would 
render  them  the  victim  of  a  system  which  should  induce  them  to 
confine  their  views  to  agriculture  and  refrain  from  manufactures. 
A  constant  and  increasing  necessity  on  their  j  art  for  the  commod- 
ities of  Europe  and  only  a  partial  and  occasional  demand  for  their 
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own  in  return  could  not  but  expose  them  to  a  state  of  impoverish- 
ment, compared  with  the  opulence  to  which  their  political  and  natural 
advantages  authorize  them  to  aspire. 

Remarks  of  this  kind  are  not  made  in  the  spirit  of  complaint.  It 
is  for  the  nations  whose  regulations  are  alludea  to  to  judge  for  them- 
selves whether  by  aiming  at  too  much  they  do  not  lose  more  than 
they  gain.  It  Ls*^for  the  United  States  to  consider  bj-  what  means 
they  can  render  themselves  least  dependent  on  the  combinations, 
right  or  wrong,  of  foreign  policy. 

It  is  no  small  consolation  that  already  the  measures  which  have 
embarrassed  our  trade  have  accelerated  internal  improvements, 
which,  upon  the  whole,  have  bettered  our  affairs.  To  diversify  and 
extend  these  improvements  is  the  surest  and  safest  method  of  indemni- 
fying ourselves  lor  any  inconveniences  which  those  or  similar  measures 
have  a  tendency  to  beget.  If  Europe  will  not  take  from  us  the 
products  of  our  soil  upon  terms  consistent  with  our  interest,  the 
natural  remedy  is  to  contract,  as  fast  as  possible,  our  wants  of  her. 

Second.  The  conversion  of  their  waste  into  cultivated  lands  is  cer- 
tainly a  point  of  great  moment  in  the  political  calculations  of  the 
United  States.  But  the  degree  in  which  tnis  may  possibly  be  retarde<l 
by  the  encouragement  of  manufactories  does  not  appear  to  counter- 
vail the  powerful  inducements  to  afford  that  encouragement. 

An  observation  made  in  another  place  is  of  a  nature  to  have  great 
influence  upon  this  question.  If  it  can  not  be  denied  that  the  in- 
terests, even  of  agriculture,  may  be  advanced  more  by  liaving  such 
of  the  lands  of  a  State  as  are  occupied  under  good  cultivation  than 
by  having  a  greater  quantity  occupied  under  a  much  inferior  culti- 
vation; and  if  manufactories,  for  tne  reasons  assigned,  must  be  ad- 
mitted to  have  a  tendency  to  promote  a  more  steady  and  vigorous 
cultivation  of  the  lands  occupied  than  would  happen  without  them 
it  will  follow  that  they  are  capable  of  indenmifymg  a  country  for  a 
diminution  of  the  progress  or  new  settlements,  and  may  serve  to 
increase  both  the  capital  value,  and  the  income  of  its  lands,  even 
though  they  should  aoridge  the  nimiber  of  acres  under  tillage. 

But  it  does  by  no  means  follow  that  the  progress  of  new  settle- 
ments would  be  retarded  by  the  extension  of  manufactures.  The 
desire  of  being  an  independent  proprietor  of  land  is  foimded  on  such 
strong  principles  in  the  human  breast  that,  where  the  opportunity 
of  becoming  so  is  as  great  as  it  is  in  the  United  States,  tne  propor- 
tion will  be  small  of  those  whose  situations  would  otherwise  lead  to 
it,  who  would  be  diverted  from  it  toward  manufactures.  And  it 
is  highly  probable,  as  already  intimated,  that  the  accessions  of  for- 
eigners, w^o,  originally  drawn  over  by  manufacturing  views,  would 
afterwards  abandon  them  for  agricultural  would  be  more  tnan  an 
equivalent  for  those  of  our  own  citizens  who  might  happen  to  bo 
detached  from  them. 

The  remaining  objections  to  a  particular  encouragement  of  manu- 
factures in  the  United  States  now  require  to  be  examined. 

One  of  these  turns  on  the  proposition  that  industry  if  left  to 
itself  w^ill  naturally  find  its  way  to  the  most  useful  and  profitable 
employment.  Whence  it  is  inferred  that  manufactures  without 
the  aid  of  government  will  grow  up  as  soon  and  as  fast  as  the  natural 
state  of  thmgs  and  the  interest  of  the  community  may  require. 
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Against  the  solidity  of  this  hypothesis,  in  the  full  latitude  of  the 
t^rms,  very  cogent  reasons  may  Be  oflFered.  These  have  relations  to 
the  strong  influence  of  habit  and  the  spirit  of  imitation;  the  fear  of 
want  of  success  in  untried  enterprises;  the  intrinsic  difficulties  inci- 
ilent  to  first  essays  toward  a  competition  with  those  who  have  pre- 
viously attained  to  perfection  in  the  business  to  be  attempted;  the 
bounties,  premiums,  and  other  artificial  encouragements  with  which 
foreign  nations  second  the  exertions  of  their  own  citizens  in  the 
branches  in  which  they  are  to  be  rivalled. 

Experience  teaches  that  men  are  often  so  much  governed  by  what 
they  are  accustomed  to  see  and  practice  that  the  simplest  and  most 
obvious  improvement  in  the  most  ordinary  occupations  is  adopted 
with  hesitation,  reluctance,  and  by  slow  gradations.  The  spontane- 
ous transition  to  new  pursuits  in  a  community  long  habituated  to 
4lifferent  ones  may  be  expected  to  be  attended  with  proportionably 
greater  difficulty.  When  former  occupations  ceased  to  yield  a  profit 
adequate  to  the  subsistence  of  their  followers,  or  when  there  was  an 
absolute  deficiency  of  employment  in  them,  owing  to  the  super- 
abundance of  hands,  changes  would  ensue,  but  these  changes  would 
be  likely  to  be  more  tardy  than  might  consist  with  the  interest  either 
of  individuals  or  of  the  society.  In  many  cases  they  would  not 
happen,  while  a  bare  support  could  be  insured  by  an  adherence  to 
ancient  courses,  though  a  resort  to  a  more  profitable  employment 
might  be  practicable.  To  produce  the  desirable  changes  as  early  as 
may  be  expedient,  may  therefore  require  the  incitement  and  patronage 
of  government - 

The  apprehension  of  failing  in  new  attempts,  is,  perhaps,  a  more 
serious  impediment.  There  are  dispositions  apt  to  be  attracted  by 
the  mere  novelty  of  an  undertaking;  but  these  are  not  always  those 
best  calculated  to  give  it  success.  To  this,  it  is  of  importance  that 
the  confidence  of  cautious,  sagacious  capitalists,  both  citizens  and 
foreigners,  should  be  excited.  And  to  inspire  this  description  of 
persons  with  confidence,  it  is  essential  that  they  should  be  made  to 
see  in  any  project  which  is  new — and  for  that  reason  alone,  if  for  no 
other,  precarious — the  prospect  of  such  a  degree  of  countenance  and 
support  from  Government,  as  may  be  capable  of  overcoming  the 
obstacles  inseparable  from  first  experiments. 

The  superiority  antecedently  enjoyed  by  nations  who  have  pre- 
occupied and  penected  a  branch  of  industry  constitutes  a  more  for- 
midable obstacle  than  either  of  those  which  have  been  mentioned,  to 
the  introduction  of  the  same  branch  into  a  country  in  which  it  did 
not  exist  before.  To  maintain  between  the  recent  establishments  of 
one  country  and  the  long-matured  establishments  of  another  country 
a  competition  upon  eaual  terms,  both  as  to  Quality  and  price,  is  in 
most  cases  impracticafele.  The  disparity  in  tne  one  or  in  the  other 
or  in  both  must  necessarily  be  so  considerable  as  to  forbid  a  suc- 
cessful rivalship  without  the  extraordinary  aid  and  protection  of 
government. 

But  the  greatest  obstacle  of  all  to  the  successful  prosecution  of  a 
new  branch  of  industry  in  a  country  in  which  it  was  before  unknown 
consists,  as  far  as  the  instances  apply,  in  the  bounties,  premiums, 
and  other  aids  which  are  granted  in  a  variety  of  cases  by  the  nations 
in  which  the  establishments  to  be  imitated  are  previously  introduced. 
It  is  well  known   (and  particular  examples,  in  the  course  of  this 
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report,  will  bo  cited)  that  certain  nations  prant  bounties  on  the  expor- 
tation of  particular  commodities  to  enable  their  own  workmen  to 
undefHcll  and  supplant  all  competitors  in  the  countiies  to  which 
these  commodities  are  sent.  Hence  the  undertakers  of  a  new  manu- 
facture have  to  contend  not  only  with  the  natural  disadvantages  of 
a  new  undertaking,  but  with  the  gratuities  and  remunerations  which 
other  governments  bestow.  To  be  enabled  to  contend  with  success, 
it  is  evident  that  the  interference  and  aid  of  their  own  governments 
are  indispensable. 

Combinations  bv  those  engaged  in  a  particular  branch  of  business 
in  one  country  to  frustrate  the  first  efforts  to  introduce  it  into  another, 
by  tenmorary  sacrifices,  recompensed,  perhaps,  by  extraordinary 
indemnifications  of  the  government  of  such  country,  are  believed  to 
have  existed  and  are  not  to  be  regarded  as  destitute  of  probability. 
The  existence  or  assurance  of  aid  from  the  government  of  the  country 
in  which  the  business  is  to  be  introduced  may  be  essential  to  fortifj 
adventurers  against  the  dread  of  such  combinations,  to  defeat  their 
effects,  if  formed,  and  to  prevent  their  being  formed,  by  demonstrate 
ingthat  they  must  in  the  end  prove  fruitless. 

Whatever  room  there  may  be  for  an  expectation  that  the  industry 
of  a  people,  under  the  direction  of  private  interests,  will,  upon  equal 
terms,  nnd  out  the  most  beneficial  emplojrment  for  itseli,  there  is 
none  for  a  reliance  that  it  will  strumle  against  the  force  of  unequal 
terms,  or  will  of  itself  surmount  aiSTthe  adventitious  barriers  to  a 
successful  competition,  which  may  have  been  erected,  either  by  the 
advantages  naturally  acquired  from  practice  and  previous  possession 
of  the  ground  or  by  those  which  may  have  sprung  from  positive 
regulations  and  an  artificial  policv.  This  general  reflection  might 
alone  suffice  as  an  answer  to  tne  objection  under  examination  exdu- 
sively  of  the  weighty  considerations  which  have  been  particularly 
urged. 

The  objections  to  the  pursuit  of  manufactures  in  the  United  States, 
which  next  present  themselves  to  discussion  represent  an  imprac- 
ticability of  success,  arising  from  three  causes — scarcity  of  hands, 
deamess  of  labor,  want  of  capital. 

The  two  first  circumstances  are,  to  a  certain  extent,  real,  and, 
within  due  limits,  ought  to  be  admitted  as  obstacles  to  the  success 
of  manufacturing  enterprise  in  the  United  States,  but  tliere  are 
various  considerations  which  lessen  their  force  and  tend  to  afford  an 
assurance  that  they  are  not  sufficient  to  prevent  tlie  advantageous 
prosecution  of  many  very  useful  and  extensive  manufactories. 

With  regard  to  scarcity  of  hands,  the  fact  itself  must  be  applied 
with  no  small  qualification  to  certain  parts  of  the  United  .States. 
There  are  large  districts  which  may  be  considered  as  pretty  fully 
peopled,  and  which,  notwithstanding  a  continual  drain  for  distant 
settlement,  are  thickly  interspersed  with  flourishing  and  increasing 
towns.  If  these  districts  have  not  already  reached  the  point  at 
which  the  complaint  of  scarcity  of  hands  ceases,  they  are  not  remote 
from  it,  and  are  approaching  fast  toward  it;  and  having,  perhaps, 
fewer  attractions  to  agriculture  than  some  other  parts  of  tiie  Union, 
they  exhibit  a  pronortionably  stronger  tendency  toward  other  kinds 
of  mdustry.  In  tnese  districts  may  be  discerned  no  inconsiderable 
maturity  for  manufacturing  establishment^^. 
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But  there  are  circumstances,  which  have  been  akeady  noticed,  with 
another  view,  that  materially  diminish  everywhere  the  effect  of  a 
scarcity  of  hands.  These  circumstances  are  the  great  use  which  can 
be  made  of  women  and  children,  on  which  point  a  very  pregnant  and 
instructive  fact  has  been  mentioned — the  vast  extension  given  by 
late  improvements  to  the  employment  of  machines — w^hich,  substi- 
tuting the  agencj^  of  fire  and  water,  has  prodigiously  lessened  the 
necessity  for  manual  labor;  the  employment  o?  persons  ordinarily 
engaged  in  other  occupations,  during  the  seasons  or  hours  of  leisure, 
^x'hicn,  besides  giving  occasion  to  the  exertion  of  a  greatei  quantity  of 
labor  by  the  same  number  of  persons,  and  thereby  increasing  the 
general  stock  of  labor,  as  has  been  elsewhere  remarked,  may  also  be 
taken  into  the  calculation  as  a  resource  ior  obviating  the  scarcity  of 
hands;  lastly,  the  attraction  of  foreign  emigrants.  Whoever  inspects 
Mriih  a  careful  eye  the  composition  of  our  towns  will  be  made  sensible 
to  what  an  extent  this  resource  may  be  relied  upon.  This  exhibits  a 
large  proportion  of  ingenious  and  valuable  workmen,  in  different  arts 
and  trades,  who,  by  expatriating  from  Europe,  have  improved  their 
own  condition  and  added  to  the  industry  and  wealth  of  the  United 
States.  It  is  a  natural  inference,  from  the  experience  we  have  already 
had,  that  as  soon  as  the  United  States  shall  present  the  countenance 
of  a  serious  prosecution  of  manufactures;  as  soon  as  foreign  artists 
shall  be  made  sensible  that  the  state  of  things  here  affords  a  moral 
certainty  of  employment  and  encouragement,  competent  numbers  of 
European  workmen  will  transplant  themselves,  effectually  to  ensure 
the  success  of  the  design.  How,  indeed,  can  it  otherwise  happen, 
considering  the  various  and  powerful  mducements  which  the  situation 
of  this  country  offers — addressing  themselves  to  so  many  strong 
passions  and  feelings,  to  so  many  general  and  particular  interests  ? 

It  may  be  affirmed,  therefore,  in  respect  to  hands  for  carrying  on 
manufactures,  that  we  shall,  in  a  great  measure,  trade  upon  a  for- 
eign stock,  reserving  our  own  for  the  cultivation  of  our  lands  and 
the  manning  of  our  ships,  as  far  as  character  and  circumstance  shall 
incline.  It  is  not  unworthy  of  remark  that  the  objection  to  the  suc- 
cess of  manufactures,  deduced  from  the  scarcity  of  hands,  is  alike 
applicable  to  trade  and  navigation,  and  yet  these  are  perceived  to 
flourish  without  any  sensible  mipediment  from  that  cause. 

As  to  the  deamess  of  labor  (another  of  the  obstacles  allied),  this 
has  relation  principally  to  two  circumstances — one  that  which  has 
been  just  discussed,  or  the  scarcity  of  hands,  and  the  other  the 
greatness  of  profits. 

As  far  as  it  is  a  consequence  of  the  scarcity  of  hands  it  is  mitigated 
by  all  the  considerations  which  have  been  adduced  as  lessening  that 
deficiency.  It  is  certain,  too,  that  the  disparity  in  this  respect 
between  some  of  the  most  manufacturing  parts  of  Europe  and  a 
large  proportion  of  the  United  States  is  not  nearly  so  great  as  is 
commonly  imagined.  It  is  also  much  less  in  r^ard  to  artificers 
and  manufacturers  than  in  regard  to  country  laborers,  and  while  a 
careful  comparison  shows  that  there  is  in  this  particular  much 
exa^eration  it  is  also  evident  that  the  effect  of  the  degree  of  dis- 
parity, which  does  truly  exist,  is  diminished  in  proportion  to  the 
use  which  can  be  made  of  machinery. 
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To  illustrate  this  last  idea,  let  it  be  supposed  that  the  difTerence 
of  price  in  two  countries  of  a  ^ven  quantit<y  of  manual  labor  requi- 
site to  the  fabrication  of*  a  given  article  is  as  10,  and  that  some 
mechanic  power  is  introduced  into  both  countries  which,  performing 
half  the  necessary  labor,  leaves  only  half  to  l)e  done  by  nand.  it  is 
evident  that  the  difference  in  the  cost  of  the  fabrication  of  the  arti- 
cle in  question  in  the  two  countries,  as  far  as  it  is  connected  with 
the  price  of  labor,  will  be  reduced  frvom  10  to  5  in  consequence  of 
the  mtroduction  of  that  power. 

This  circumstance  is  worthy  of  the  most  particular  attention.  It 
diminishes  immensely  one  of  the  objections  most  strenuously  urged 
against  the  success  of  manufactures  m  the  United  States. 

To  procure  all  such  machines  as  are  known  in  any  part  of  Europe 
can  only  require  a  proper  provision  and  due  pains.  The  knowledge 
of  several  oi  the  most  unportant  of  them  is  already  possessed.  The 
preparation  of  them  here  is,  in  most  cases,  practicable  on  nearly  equal 
terms.  As  far  as  they  depend  on  water  some  superiority  of  advan- 
tages may  be  claimed  irom  the  uncommon  variety  and  greater  cheap- 
ness of  situations  adapted  to  mill  seats,  with  which  different  parts  of 
the  United  States  abound. 

So  far  as  the  dearness  of  labor  may  be  a  consequence  of  the  great- 
ness of  profits  in  any  branch  of  business,  it  is  no  obstacle  to  it«  suc- 
cess.    Tlie  undertaker  can  afford  to  pay  the  price. 

There  are  grounds  to  condude  that  undertakers  of  manufactures 
in  this  country  can  at  this  time  afford  to  pay  higher  wages  to  the 
workmen  they  may  employ  than  are  paid  to  similar  workmen  in 
Europe.  The  prices  of  foreign  fabrics  in  the  markets  of  the  United 
States,  which  will  for  a  long  time  regulate  the  prices  of  the  domestic 
ones,  may  be  considered  as  compounded  by  the  following  ingredients: 
The  first  cost  of  materials,  uicluding  the  taxes,  if  any,  which  are  paid 
upon  them  where  they  are  made;  the  expense  of  grounds,  buildings, 
machinery,  and  tools;  the  wages  of  the  persons  emploved  in  the 
manufactory;  the  profits  on  the  capital  or  stock  employea;  the  com- 
missions of  agents  to  purchase  them  where  they  are  made;  the  expense 
of  transportation  to  the  United  States,  including  insurance  and  other 
incidental  charges ;  the  taxes  or  duties,  if  any,  and  fees  of  office,  which 
are  paid  on  their  exportation;  the  taxes  or  duties  and  fees  of  office 
which  are  paid  on  their  importation. 

As  to  the  first  of  these  items — the  cost  of  materials — the  advantage 
«|)on  the  whole  is  at  present  on  the  side  of  the  United  States,  and  the 
difference  in  their  favor  must  increase  in  proportion  as  a  certain  and 
extensive  domestic  demand  shall  induce  the  proprietors  of  land  to 
devote  more  of  their  attention  to  the  production  of  those  materials. 
It  ought  not  to  escape  observation,  m  a  comparison  on  this  point, 
that  some  of  the  principal  manufacturing  countries  of  Europe  are 
much  more  dependent  on  foreign  supply  for  the  materials  oi  their 
manufactures  tnan  would  be  the  United  States,  who  are  capable  of 
supplying  themselves  with  a  greater  abundance  as  well  as  a  greater 
variety  of  the  requisite  materials. 

As  to  the  second  item — the  expense  of  grounds,  buildings,  machin- 
al, and  tools — an  equality  at  least  may  be  assumed,  since  advantages 
in  some  particulars  will  counterbalance  temporary  disadvantages  in 
others. 
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As  to  the  third  item,  or  article  of  wages,  the  comparison  certainly 
turns  against  the  United  States,  though,  as  before  observed,  not  in 
so  great  a  de^ee  as  commonly  suppos^. 

The  fourth  item  is  alike  applicable  to  the  foreign  and  to  the  domestic 
manufacture.  It  is,  indeed,  more  properly  a  result  than  a  particular 
to  be  compared. 

But,  with  respect  to  all  the  remaining  items  they  are  alone  appli- 
cable to  the  foreign  manufacture,  and,  in  the  strictest  sense,  extra- 
ordinaries,  constituting  a  sum  of  extra  charge  on  the  foreign  fabrics, 
which  can  not  be  estimated  at  less  than  from  15  to  30  per  cent  on  the 
cost  of  it  at  the  manufactory. 

This  sum  of  extra  charge  may  confidently  be  regarded  as  more  than 
a  counterpoise  for  the  real  difference  in  the  price  of  labor,  and  is  a 
satisfactory  proof  that  manufactures  may  prosper  in  defiance  of  it 
in  the  United  States. 

To  the  general  allegation,  connected  u^ith  the  circumstances  of 
scarcity  of  nands  and  aearness  of  labor,  that  extensive  manufactures 
can  only  grow  out  of  a  redundant  or  full  population,  it  will  be  suffi- 
cient to  answer  generally  that  the  fact  has  been  otherwise.  That 
the  situation  alleged  to  be  an  essential  condition  of  success  has  not 
been  that  of  several  nations  at  periods  when  they  had  already 
attained  to  maturity  in  a  variety  of  manufactures. 

The  supposed  want  of  capital  for  the  prosecution  of  manufactures 
in  the  United  States  is  the  most  indefinite  of  the  objections  which 
are  usually  opposed  to  it. 

It  is  very  clifficult  to  pronounce  anything  precise  concerning  the 
real  extent  of  the  moneyed  capital  of  a  country,  and  still  more 
concerning  the  proportion  which  it  bears  to  the  objects  that  invite 
the  employment  of  capital.  It  is  not  less  difficult  to  pronounce 
how  far  the  effect  of  any  given  quantity  of  money,  as  capital,  or  in 
other  words,  as  a  medium  for  circulating  the  industry  and  property 
of  a  nation,  may  be  increased  by  the  very  circumstance  ol  the  addi- 
tional motion  which  is  given  to  it  by  new  objects  of  emplojrment. 
That  effect,  like  the  momentum  of  descending  bodies,  may  not 
improperly  be  represented  as  in  a  compound  ratio  to  mass  and 
velocity.  It  seems  pretty  certain,  that  a  given  sum  of  money,  in  a 
situation  in  which  the  quick  impulses  of  commercial  activity  were 
little  felt,  would  appear  inadequate  to  the  circulation  of  as  great  a 
cjuantity  of  industry  and  property  as  in  one  in  \yhich  their  full 
influence  was  experienced. 

It  is  not  obvious  why  the  same  objection  might  not  as  well  be  made 
to  external  commerce  as  to  manufactures,  s'mce  it  is  manifest  that  our 
immense  tracts  of  land,  occupied  and  unoccupied,  are  capable  of  giving 
employment  to  more  capital  than  is  actually  bestowed  upon  them . 
It  Ls  certain  that  the  United  States  offer  a  vast  field  for  the  advan- 
tageous employment  of  capital;  but  it  does  not  follow  that  there  will 
not  be  found  in  one  way  or  another  a  sufficient  fund  for  the  successful 

Krosecution  of  any  species  of  industry  which  is  likely  to  prove  truly 
eneficial. 

The  following  considerations  are  of  a  nature  to  remove  all  inquietude 
on  the  score  of  want  ol  capital: 

The  introduction  of  banks,  as  has  been  shown  on  another  occasion, 
has  a  powerful  tendency  to  extend  the  active  capital  of  a  country. 
Experience  of  the  utdity  of  these  institutions  is  multiplying  them  in 
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the  I'nited  Stat<*«,  It  is  probable  that  they  will  be  established 
wherever  they  ean  exint  with  advantage;  and  wherever  they  can  be 
supported,  if  administered  with  prudence,  they  will  add  new  energies 
to  all  pecuniary  operations. 

The  aid  of  foreign  capital  may  safely  and  with  considerable  latitude 
be  taken  into  calculation.  Its  instrumentality  has  been  long  expe- 
rienced in  our  external  commerce,  and  it  has  begun  to  be  felt  in 
various  other  modes.  Not  only  our  funds  but  our  agriculture  and 
other  internal  improvements  nave  been  an'unated  by  it.  It  has 
already,  in  a  few  instances,  extended  even  to  our  manufactures. 

It  is  a  well-known  fact  that  there  are  parts  of  Europe  which  have 
more  capital  than  profitable  domestic  objects  of  employment. 
Ilencc,  among  other  proofs,  the  large  loans  continually  furnished  to 
foreign  States.  And  it  is  equally  certain  that  the  capital  of  other 
parts  may  find  more  profitaole  employment  in  the  United  States 
than  at  home.  And,  notwithstandmg  there  are  weighty  induce- 
ments to  prefer  the  employment  of  capital  at  home,  even  at  less 
profit,  to  an  investment  of  it  abroad,  though  with  greater  gain,  yet 
these  inducements  are  overruled,  either  by  a  deficiency  of  employ- 
ment or  by  a  very  material  difference  *m  profit.  Both  these  causes 
operate  to  produce  a  transfer  of  foreign  capital  to  the  United  States. 
It  is  certain  that  various  objects  in  this  country  hold  out  advantages 
which  are  with  difficulty  to  be  equaled  elsewhere,  and  under  uie 
increasingly  favorable  impressions  which  ore  entertained  of  our 
Government  the  attractions  will  become  more  and  more  strong. 
These  impressions  will  prove  a  rich  m'me  of  prosperity  to  the  country 
if  they  are  confirmed  and  strengthened  by  the  progress  of  our  affairs. 
And  to  secure,  this  advantage  little  more  is  now  necessary  than  to 
foster  industry  and  cultivate  order  and  tranquillity  at  home  and 
abroad. 

It  is  not  impossible  that  there  may  be  persons  disposed  to  look  with 
a  jealous  eye  on  the  introduction  of  foreign  capital  as  if  it  were  an 
instrument  to  deprive  our  own  citizens  of  the  profits  of  our  own 
industry;  but,  perhaps,  there  never  could  be  a  more  unreasonable 
jealousy.  Instead  of  being  viewed  as  a  rival  it  ought  to  be  considered 
as  a  most  valuable  auxiliary  conduc'uig  to  put  in  motion  a  greater 
quantity  of  productive  labor  and  a  greater  portion  of  useful  enter- 
prise than  could  exist  without  it.  It  is  at  least  evident  that  in  a 
country  situated  like  the  United  States,  with  an  infinite  fund  of 
resources  yet  to  be  unfolded,  every  farthing  of  foreign  capital  which  is 
laid  out  in  internal  meliorations  and  in  mdustrious  establishments 
of  a  permanent  nature  is  a  precious  acquisition. 

And  whatever  be  the  objects  which  originally  attract  foreign  capital 
when  once  introduced,  it  may  be  directed  toward  any  purpose  of  bene- 
ficial exertion  which  is  desired.  And  to  detain  it  among  us,  there  can 
be  no  expedient  so  effectual  as  to  enlarge  the  sphere  in  which  it  may 
be  usefully  employed,  though  introduced  merely  with  views  to  specu- 
lation in  the  funds  it  may  afterwards  be  rendered  subservient  to  the 
interests  of  agriculture,  commerce,  and  manufactures. 

But  the  attraction  of  foreign  capital  for  the  direct  purpose  of 
manufactures  ought  not  to  be  deemed  a  chimerical  expectation. 
There  are  already  examples  of  it  as  remarked  in  another  place.  And 
the  examples,  it  the  disposition  be  cultivated,  can  hardly  fail  to 
multiply.     There  are  also  instances  of  another  kind  which  serve  to 
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strengthen  the  expectation.  Enterprises  for  improving  the  public 
communications  by  cutting  canals,  opening  the  obstructions  in  rivers, 
and  erecting  bridges,  have  received  very  material  aid  from  the  same 
source. 

When  the  manufacturing  capitalist  of  Europe  shall  advert  to  the 
many  important  advantages  which  have  been  intimated  in  the  course 
of  tms  report  he  can  not  but  perceive  very  powerful  inducements  to  a 
transfer  of  himself  and  his  capital  to  the  United  States.  Among  the 
reflections  which  a  most  interesting  peculiarity  of  situation  is  calcu- 
lated to  suggest,  it  can  not  escape  his  observation,  as  a  circumstance 
of  moment  in  the  calculation  that  the  progressive  population  and 
improvement  of  the  United  States  insure  a  continuaDy  increasing 
domestic  demand  for  the  fabrics  which  he  shall  produce,  not  to  be 
affected  by  any  external  casualties  or  vicissitudes. 

But,  while  there  are  circumstances  sufficiently  strong  to  authorize 
a  considerable  degree  of  reliance  on  the  aid  of  foreign  capita,  toward 
the  attainment  of  the  object  in  view,  it  is  satisfactory  to  have  good 
grounds  of  assurance,  that  there  are  domestic  resources,  of  themselves 
adequate  to  it.  It  happens  that  there  is  a  species  of  capital,  actually 
existing  with  the  United  States,  which  relieves  from  all  inquietude, 
on  the  score  of  want  of  capital.     This  is  the  funded  debt. 

The  effect  of  a  funded  debt,  as  a  species  of  capital,  has  been  noticed 
upon  a  former  occasion;  but  a  more  particular  elucidation  of  the 
point  seems  to  be  required,  by  the  stress  which  is  here  laid  upon  it. 
This  shall,  accordingly,  be  attempted. 

Public  funds  answer  the  purpose  of  capital,  from  the  estimation  in 
which  they  are  usually  held  by  moneyed  men;  and,  consequently,  from 
the  ease  and  dispatch  with  which  they  can  be  turned  into  money. 
This  capacity  of  prompt  convertibility  into  money,  causes  a  transfer 
of  stocK  to  be,  in  a  ^eat  nimiber  of  cases,  equivalent  to  a  payment 
in  coin.  And  where  it  does  not  happen  to  suit  the  party  who  is  to 
receive,  to  accept  a  transfer  of  stock,  the  party  who  is  to  pay  is  never 
at  a  loss  to  find,  elsewhere,  a  purchaser  of  his  stock,  who  will  furnish 
him,  in  lieu  of  it,  with  the  coin  of  which  he  stands  in  need. 

Hence,  in  a  sound  and  settled  state  of  public  funds,  a  man  pos* 
sessed  of  a  sum  in  them,  can  embrace  any  scheme  of  business  which 
offers,  with  as  much  confidence  as  if  he  were  possessed  of  an  equal 
sum  in  coin. 

This  operation  of  public  funds  as  capital  is  too  obvious  to  be 
denied ;  but  it  is  objected  to  the  idea  of  their  operating  as  an  augmen^ 
tation  of  the  capital  of  the  conmiunity,  that  they  serve  to  occasion 
the  destruction  of  some  other  capital  to  an  equal  amount. 

The  capital,  which  alone  they  can  be  supposed  to  destroy,  must 
consist  of  the  annual  revenue,  which  is  applied  to  the  payment  of 
interest  on  the  debt  and  to  the  gradual  redemption  of  the  principal; 
the  amoimt  of  the  coin,  which  is  employed  in  circulating  the  funds,  or, 
in  other  words,  in  effecting  the  different  alienations  which  they 
undei^o. 

But  the  following  appears  to  be  the  true  and  accurate  view  of  this 
matter: 

First.  As  to  the  point  of  the  annual  revenue  requisite  for  payment 
of  interest  and  redemption  of  principal. 
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As  a  iletenninate  proportion  will  tend  to  perspicuity  in  the  reason- 
ing, let  it  be  suppose<l  that  the  annual  revenue  to  be  applied,  cor- 
responding with  the  modification  of  the  G  per  cent  stock  of  the 
United  States,  Ls  in  the  ratio  of  eight  upon  the  hundred;  that  is,  in 
the  first  instance,  six  on  account  of  interest  and  two  on  account  of 
principal. 

Thus  far,  it  is  evident  that  the  capital  destroyed,  to  the  capital 
created,  would  l>ear  no  greater  proi>ortion  than  8  to  100.  There  would 
be  withdrawn,  from  the  total  mass  of  other  capitals  a  sum  of  $8 
to  be  paid  to  the  public  creditor,  while  he  would  be  possesse<i  of  a 
sum  of  $100.  ready  to  be  applied  to  any  purpose,  to  be  embarked 
in  any  enterprise  which  might  appear  to  him  eligible.  Here,  then, 
the  au^i^mentation  of  capital,  or  the  excess  of  that  which  is  produced 
beyond  that  which  is  destroyed,  Ls  equal  to  $92. 

To  this  conclusion  it  may  be  objected  that  the  sum  of  $8  is  to  be 
withdrawn  annually  until  the  whole  hundred  is  extinguished,  and 
it  may  be  inferred  that,  in  process  of  time,  a  capital  vrill  be  de- 
stroyed egual  to  that  which  is  at  first  create<l. 

But  is  it  nevertheless  true  that,  during  the  whole  of  the  interval 
between  the  creation  of  the  capital  of  $100  and  its  reduction  to  a 
sum  not  greater  than  that  of  tlie  annual  revenue  appropriated  to  its 
redemption,  there  will  be  a  greater  active  capital  in  existence  than 
if  no  ciebt  liad  been  contracted.  The  sum  drawn  from  other  capitals 
in  any  one  year  will  not  exceed  $S;  but  there  will  "be,  at  every  instant 
of  time  during  the  whole  period  in  question,  a  sum  corresponding 
with  so  much  of  the  principal  as  remains  unredeemed  in  the  hands 
of  some  person  or  other  employed,  or  ready  to  be  employed,  in 
some  profitable  undertaking.  Tliere  will,  therefore,  constantly  be 
more  capital  in  capacity  to  be  employed  than  capital  taken  from 
employment.  The  excess,  for  the  first  year,  has  been  stated  to  be 
$92;  it  will  diminish  yearly;  but  there  always  will  be  an  excess,  until 
the  principal  of  the  debt  is  brought  to  a  level  with  the  redeeming 
annuity;  that  is,  in  the  case  which  has  been  assumed,  by  way  of 
example,  to  $8.  The  reality  of  this  excess  becomes  palpable,  if  it  be 
supposed,  as  often  liappens,  that  the  citizen  of  a  foreira  country 
implorts  into  the  United  States  $100  for  the  purchase  of  an  equal 
sum  of  public  debt — here  is  an  absolute  augmentation  of  the  mass  of 
circulating  coin  to  the  extent  of  $100.  At  the  end  of  a  year  the 
foreigner  is  presumed  to  draw  back  $8,  on  account  of  his  principal 
and  interest,  but  he  still  leaves  $92  of  his  original  deposit  in  circulation, 
as  he,  in  like  manner,  leaves  $84  at  the  end  of  the  second  year,  drawing 
back  then,  also,  the  annuity  of  $8.  And  thus  the  matter  proceeds: 
The  capital  left  in  circulation  diminishing  in  each  year,  and  coming 
nearer  to  the  level  of  the  annuity  drawn  back.  There  are,  however, 
some  diflFerences  in  the  ultimate  operation  of  tlie  part  of  the  debt 
which  is  purcliased  by  foreigners  and  that  which  remains  in  tlic  hands 
of  citizens.  But  the  general  eflFect  in  each  case,  tliough  in  different 
degrees,  is  to  add  to  the  active  capital  of  the  country. 

Hitherto  the  reasoning  has  proceeded  on  a  concession  of  the  position 
that  there  is  a  destruction  oi  some  other  capital  to  the  extent  of  the 
annuity  appropriated  to  the  payment  of  the  interest  and  the  redemp- 
tion of  the  principal  of  the  debt;  but  in  this  too  much  has  been  con- 
ceded. There  is.  at  most,  a  temporary  transfer  of  some  other  capital 
to  the  amount  oi  the  annuity  from  those  who  pay  to  the  creditor  who 
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receives,  which  he  ag&in  restores  to  the  circulation  to  resume  the 
offices  of  a  capital.  This  he  does  either  immediately,  by  employing 
the  money  in  some  branch  of  industry,  or  mediately,  by  lending  it  to 
some  other  person  who  does  so  employ  it,  or  by  spending  it  on  his 
own  maintenance.  In  either  supposition  there  is  no  destruction  of 
capital;  there  is  nothing  more  tnan  a  suspension  of  its  own  motion 
for  a  time;  that  is,  whUe  it  is  passing  from  the  hands  of  those  who 
pay  into  the  pubUc  coffers,  and  thence,  through  the  public  creditor, 
into  some  other  channel  of  circulation.  When  the  payments  of 
interest  are  periodical  and  quick  and  made  by  the  instrumentahty  of 
banks  the  diversion  or  suspension  of  capital  may  almost  be  denom- 
inated momentary.  Hence  the  deduction  on  this  account  is  far  less 
than  it  at  first  sight  appears  to  be. 

There  is  evidently,  as  far  as  regards  the  annuity,  no  destruction 
nor  transfer  of  any  other  capital  than  that  portion  of  the  income  of 
each  individual  wliicli  goes  to  make  up  the  annuity.  The  land  which 
furnishes  the  farmer  with  the  sum  which  he  is  to  contribute  remains 
the  same;  and  the  like  may  be  observed  of  other  capitals.  Indeed, 
as  far  as  the  tax,  which  is  the  object  of  contribution  (as  frequently 
happens  when  it  does  not  oppress  by  its  weight),  may  have  oeen  a 
motive  to  greater  exertion  in  any  occupation,  it  may  even  serve  to 
increase  the  contributory  capital.  This  idea  is  not  without  impor- 
tance in  the  general  view  of  the  subject. 

It  remains  to  be  seen  what  further  deduction  ought  to  be  made 
from  the  capital  which  is  created  by  tlie  existence  of  the  debt  on 
account  of  the  coin  which  is  employed  in  its  circulation.  This  is 
susceptible  of  much  less  precise  calculation  than  the  article  which 
has  been  just  discussed.  It  is  impossible  to  say  what  proportion  of 
coin  is  necessary  to  carry  on  the  alienations  which  any  species  of 
property  usually  undergoes.  The  quality,  indeed,  varies  according 
to  circumstances.  But  it  may  still,  without  hesitation,  be  pro- 
nounced, from  the  quickness  of  the  rotation,  or,  rather,  of  the  tran- 
sitions, that  the  medium  of  circulation  always  bears  but  a  small 
proportion  to  the  amount  of  the  property  circulated.  And  it  is 
thence  satisfactorily  deducible  that  the  coin  employed  in  the  nego- 
tiations of  the  funds,  and  which  serves  to  give  tnem  activity,  as 
capital,  is  incomparably  less  than  the  sum  of  the  debt  negotiated  for 
the  purpose  of  business. 

It  ought  not,  however,  to  be  omitted  that  the  negotiation  of  the 
funds  becomes  itself  a  distinct  business,  which  employs,  and,  by 
employing,  diverts,  a  portion  of  the  circulating  coin  from  other 
pursuits.  But,  making  due  allowance  for  this  circumstance,  there 
IS  no  reason  to  conclude  that  the  effect  of  the  diversion  of  coin, 
in  the  whole  operation,  bears  any  considerable  proportion  to  the 
amount  of  the  capital  to  which  it  gives  activity.  Tlie  sum  of  tlie 
debt  in  circulation  is  continually  at  tlie  command  of  any  useful 
enterprise;  the  coin  itself  which  circulates  it  is  never  more  than 
momentarily  suspended  from  its  ordinarj^  functions.  It  experiences 
an  incessant  ana  rapid  flux  and  reflux  to  and  from  the  channels  of 
industry  to  those  of  speculations  in  the  funds. 

There  are  strong  circumstances  in  confirmation  of  this  theory. 
The  force  of  moneyed  capital  which  has  been  displayed  in  Great 
Britain  and  the  height  to  which  every  species  of  indiistry  has  grown 
up  under  it  defy  a  solution  from  tlie  quantity  of  coin  which  that 
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Kingdom  has  ever  possessed.  Accordingly,  it  has  been,  coeval  with 
its  funding  system,  the  prevailing  opinion  of  the  men  of  busiiieas, 
and  of  the  generaUty  of  tne  most  sagacious  theorists  of  that  country 
that  the  operation  of  the  public  funds,  as  capital,  has  contributed  to 
the  effect  in  question.  Among  ourselves  appearances,  thus  far, 
favor  tlie  same  conclusion.  Industry,  in  general,  seems  to  have 
been  reanimated.  There  are  symptoms  incOcating  an  extension  of 
our  commerce.  Our  navigation  nas  certainly  oi  late  had  a  con- 
siderable spring;  and  there  appears  to  be,  m  many  parts  of  the 
Union,  a  command  of  capital  which,  till  latelv,  since  the  Revolu- 
tion, at  least,  was  unknown.  But  it  is  at  tne  same  time  to  be 
acknowledged  that  other  circumstances  have  occurred  (and  in  a 
great  degree)  in  producing  tiie  present  state  of  things,  and  that 
the  appearances  are  not  yet  sufficiently  decisive  to  be  entirely  rebed 
upon. 

In  the  question  under  discussion  it  is  important  to  distinguish 
between  an  absolute  increase  of  capital  or  an  accession  of  n*s\ 
wealth  and  an  artificial  increase  of  capital  as  an  engine  of  business 
or  as  an  instrument  of  industry  and  commerce.  In  the  first  sense  a 
funded  debt  has  no  pretensions  to  being  deemed  an  increase  of 
capital;  in  the  last,  it  has  pretentions  wliich  are  not  easy  to  be  con- 
troverted. Of  a  similar  nature  is  bank  credit,  and,  in  an  inferior 
degree,  every  species  of  private  credit. 

But  though  a  funded  debt  is  not,  in  the  first  instance,  an  absolute 
increase  of  capital  or  an  augmentation  of  real  wealth,  yet  by  serving 
as  a  new  power  in  the  operations  of  industry  it  has,  within  certain 
bounds,  a  tendency  to  increase  the  real  wealth  of  a  community,  in 
like  manner  as  money  borrowed  by  a  thrifty  farmer,  to  be  laid  out 
in  the  improvement  of  his  farm,  may  in  the  end  add  to  his  stock  of 
real  riches. 

There  are  respectable  individuals  who  from  a  just  aversion  to  an 
accumulation  of  public  debt  are  unwilling  to  concede  to  it  any  kind 
of  utility;  who  can  discern  no  good  to  alleviate  the  ill  with  whicn  they 
suppose  it  pregnant;  who  can  not  be  persuaded  that  it  ought  in  any 
sense  to  be  viewed  as  an  increase  of  capital,  lest  it  should  be  inferrecl 
that  the  more  the  debt,  the  more  capital;  the  greater  the  burdens, 
tlie  greater  the  blessings  of  the  community. 

But  it  interests  the  public  councils  to  estimate  every  object  as  it 
truly  is;  to  appreciate  how  far  the  good  in  any  measure  is  compen- 
sated by  the  ill,  or  the  ill  by  the  good;  either  of  them  is  seldom 
unmixed. 

Neither  will  it  follow  that  an  accumulation  of  debt  is  desirable, 
because  a  certain  degree  of  it  operates  as  capital.  There  may  be  a 
plethora  in  the  political  as  in  the  natural  body;  there  may  be  a  state 
of  things  in  which  any  such  artificial  capital  is  unnecessary.  The 
debt,  too,  may  be  swelled  to  such  a  size  as  that  the  greatest  part  of 
it  may  cease  to  be  useful  as  capital,  serving  only  to  pamper  tne  dis- 
sipation of  idle  and  dissolute  individuals;  as  that  the  sum  required 
to  pay  the  interest  upon  it  may  become  oppressive  and  beyond  the 
means  which  a  government  can  employ  consistently  with  its  tran- 

auility  to  raise  uiem;   as  that  the  resources  of  taxation  to  face  the 
ebt  may  have  been  strained  too  far  to  admit  of  extensions  adequate 
to  exigencies  which  regard  the  public  safety. 
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Where  this  critical  poin*  is  can  not  be  pronounced,  but  it  is  impos- 
sible to  believe  that  tnere  is  not  such  a  point. 

And  as  the  vicissitudes  of  nations  beget  a  perpetual  tendency  to 
the  accumulation  of  debt,  there  ought  to  be  in  every  government  a 
|)erpetual,  anxious,  and  uaceasing  enort  to  reduce  that  which  at  any 
lime  exists  as  fast  as  shall  be  practicable  consistently  with  integrity 
and  good  faith. 

Reasonines  on  a  subject  comprehea(!ing  ideas  so  abstract  and  com- 
plex, so  little  reducible  to  a  precise  calculatio  as  those  which  enter 
into  the  question  just  discussed,  are  always  attended  with  a  danger 
of  running  into  fallacies.  Due  allowance  ought  therefore  to  be  made 
for  this  possibility;  but  as  far  as  the  nature  of  this  subject  admits  of 
it  there  appears  to  be  satisfactory  ground  for  a  belief  that  the  public 
funds  operate  as  a  resource  of  capital  to  the  citizens  of  the  United 
States;  and  if  they  are  a  resource  at  all  it  is  an  extensive  one. 

To  all  the  ai^uments  which  are  brought  to  evince  the  impractica- 
bility of  success  in  manufacturing  establishments  in  the  United  States 
it  might  have  been  a  sufficient  answer  to  have  referred  to  the  expe- 
rience of  what  has  been  already  done.  It  is  certain  that  several  impor- 
tant branches  have  grown  up  and  flourished  with  a  rapidity  wtiich 
surprises,  affording  an  encouraging  assurance  of  success  in  future 
attempts,  i  f  these  it  ma\'  not  be  improper  to  enumerate  the  most 
consicierable: 

1.  Ofstins, — ^Tanned  and  tawed  leather,  dressed  skins,  shoes,  boots, 
and  slippers,  harness  and  saddlery  of  all  kiads,  portmanteaux  and 
trunks,  leather  breeches,  gloves,  muffs  and  tippets,  parchment,  and 
glue. 

2.  Of  iron. — Bar  and  sheet  iron,  steel,  nail  rods  and  nails,  imple- 
ments of  husbandry,  stoves,  pots,  and  other  household  utensils,  the 
steel  and  iron  work  of  carriages,  and  for  shipbuilding,  anchors,  scale 
beams  and  weights,  and  various  tools  of  artificers,  arms  of  different 
kinds;  though  the  manufacture  of  these  last  has  of  late  diminished 
for  want  of  demand. 

3.  Of  wood. — Ships,  cabinet  wares,  and  turnery,  wool  and  cotton 
cards,  and  other  machinery  for  manufactures  and  husbandry,  math- 
ematical instruments,  coopers'  wares  of  every  kind. 

4.  Of  flax  and  hemp. — Cables,  sailcloth,  cordage,  twine,  and  pack 
thread. 

5.  Bricks  and  coarse  tiles,  and  potters'  wares. 

6.  Ardent  spirits  and  malt  liquors. 

7.  Writing  and  printing  paper,  sheathing  and  wrapping  paper, 
pasteboards,  fullers  or  press  papers,  paper  hangings. 

8.  Hats  of  fur  and  wool,  and  mixtures  of  botn;  women*s  stuff  and 
silk  shoes. 

9.  Refined  sugars. 

10.  Oils  of  animals,  and  seeds,  soap,  spermaceti  and  tallow 
candles. 

11.  Copper  and  brass  wires,  particularly  utensils  for  distillers, 
sugar  refiners,  and  brewers;  andirons  and  other  articles  for  house- 
hold use,  philosophical  apparatus. 

12.  Tinwares  for  most  purposes  of  ordinary  use. 

13.  Carriages  of  aU  kinds. 

14.  Snuff,  chewing  and  smoking  tobacco. 

15.  Starch  and  hair  powder. 
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16.  Lampblack,  and  other  painters'  colors. 

17.  Gunpowder. 

Besides  manufactories  of  these  articles,  which  are  carried  on  as 
regular  trades,  and  have  attained  to  a  considerable  deeree  of  maturity, 
there  Ls  a  vast  scene  of  household  manufacturing  wnich  contributes 
more  largely  to  the  supply  of  the  community  than  could  be  imagined 
without  having  made  it  an  object  of  particular  inquiry.  This  observa- 
tion is  the  pleasing  result  of  the  investigation  to  which  the  subject 
of  this  report  has  led  and  is  applicable  as  well  to  the  Southern  as  to 
the  Middle  and  Northern  States.  Great  quantities  of  coar^e^  cloths, 
coatings,  serges,  and  flannels,  linsey-woolseys,  hosiery  of  wool,'cotton, 
and  thread,  coarse  fustians,  ieans,  and  muslins,  checked  and  striped 
cotton  and  linen  goods,  bedticks,  coverlets  and  counterpanes,  tow 
linens,  coarse  shirtings,  sheetings,  toweling,  and  table  linen,  and 
various  mixtures  of  wool  and  cotton  and  of  cotton  and  flax  are  made 
in  the  household  way,  and  in  man^  instances  to  an  extent  not  only 
sufficient  for  the  supply  of  the  families  in  which  they  are  made,  but 
for  sale,  and  even  in  some  cases  for  exportation.  It  is  computed  in 
a  number  of  districts  that  two-thirds,  three-fourths,  and  even  four- 
fifths  of  all  the  clothing  of  the  inhabitants  are  made  by  themselves. 
The  importance  of  so  great  a  progress  as  appears  to  have  been  made 
in  family  manufactures  withm  a  few  years,  both  in  a  moral  and 
political  view,  renders  the  fact  highly  interesting. 

Neither  does  the  above  enumeration  comprehend  all  the  articles 
that  are  manufactured  as  regular  trades.  Many  others  occur  which 
are  equally  well  established,  but  which  not  being  of  equal  imi>ortance 
have  been  omitted.  And  there  are  many  attempts,  still  in  their 
infancy,  which  though  attended  with  very  favorable  appearances 
could  hot  have  been  properly  comprised  in  an  enumeration  of  manu- 
factories already  established.  There  are  other  articles  also  of  great 
importance,  which,  though  strictly  speaking,  manufactures,  are 
omitted  as  being  immediately  connectea  with  nusbandry:  Sucn  are 
flour,  pot  and  pearl  ashes,  pitch,  tar,  turpentine,  and  the  like. 

There  ren^ains  to  be  noticed  an  objection  to  the  encouragement  of 
manufactures  of  a  nature  different  from  those  which  question  the 
probability  of  success.  This  is  derived  from  its  supposed  tendency 
to  give  a  monopoly  of  advantages  to  particular  classes  at  the  ex- 
pense of  the  rest  of  the  community,  who,  it  is  affirmed,  would  be 
able  to  procure  the  requisite  supplies  of  manufactured  articles  on 
better  terms  from  foreigners  than  from  our  own  citizens,  and  who,  it 
is  allegecl,  are  reduced  to  necessity  of  pajnng  an  enhanced  price  for 
whatever  they  want  by  every  measure  which  obstructs  the  free 
competition  of  foreign  commoclitios. 

It  is  not  an  unreasonable  supposition  that  measures  which  serve 
to  abridge  the  free  competition  of  foreign  articles  have  a  tendency 
to  occasion  an  enhancement  of  prices;  and  it  is  not  to  be  denied  that 
such  is  the  effect  in  a  number  of  cases;  but  the  fact  does  not  uni- 
formly correspond  with  the  theor}*.  A  reduction  of  prices  has,  in 
several  instances,  immediately  succeeded  the  establishment  of  a 
domestic  manufacture.  Whether  it  be  that  foreign  manufacturers 
endeavor  to  supplant,  by  underselling  our  own,  or  whatever  else  be 
the  cause,  the  effect  has  been  such  as  is  stated,  and  tne  reverse  of 
what  might  have  been  expected. 
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But  though  it  were  true  that  the  immediate  and  certain  effect  of 
regulations  controlling  the  competition  of  foreign  with  domestic 
fabrics  was  an  increase  of  price,  it  is  universally  true  that  the  con- 
trary is  the  ultimate  effect  with  every  successful  manufacture. 
When  a  domestic  manufacture  has  attained  to  perfection,  and  has 
engaged  in  the  prosecution  of  it  a  competent  number  of  persons,  it 
invariably  becomes  cheaper.  Being  free  from  the  heavy  charges 
which  attend  the  importation  of  foreign  commodities,  it  can  be 
afforded,  and  accordingly  seldom  never  fails  to  be  sold  cheaper,  in 
process  of  time,  than  was  the  foreign  article  for  which  it  is  a  substi-^ 
tute.  The  internal  competition  which  takes  place,  soon  does  away 
everything  like  monopoly,  and  by  degrees  reduces  the  price  of  the 
article  to  Uie  minimum  of  a  reasonable  profit  on  the  capital  employed, 
This  accords  with  the  reason  of  the  thing  and  with  experience. 

Whence  it  follows,  that  it  is  the  interest  of  a  community,  with  a 
view  to  eventual  and  permanent  economy,  to  encourage  the  growth 
of  manufactures.  In  a  national  view,  a  temporary  enhancement  of 
price  must  alwa^  be  well  compensated  by  a  permanent  reduction  of  it. 

It  is  a  reflection  which  may  with  propriety  be  indulged  here  that 
this  eventual  diminution  of  the  prices  of  manufactured  articles,  which 
is  the  result  of  internal  manufacturing  establishments,  has  a  direct 
and  very  important  tendency  to  benent  agriculture.  It  enables  the 
farmer  to  procure,  with  a  smaller  (}uantity  of  hLs  labor,  the  manufac- 
tured produce  of  which  he  stands  in  need,  and  consequently  increases 
the  value  of  his  income  and  property. 

The  objections  which  are  commonly  made  to  the  expediency  of 
encouraging,  and  to  the  probability  of  succeeding  in  manufacturing 
pursuits  in  the  United  States,  having  now  been  discussed,  the  con- 
siderations, which  have  appeared  in  the  course  of  the  discussion,  rec- 
ommending that  species  of  industry  to  the  patronage  of  the  Govern- 
ment, will  be  materially  strengthened  by  a  few  general  and  some  par- 
ticular topics,  which  have  been  naturally  reserved  for  subsequent 
notice. 

1.  There  seems  to  be  a  moral  certainty  that  the  trade  of  a  country 
which  is  both  manufacturing  and  agricultural  will  be  more  lucrative 
and  prosperous  than  that  oi  a  country  which  is  merely  agricultural. 

One  reason  for  this  is  found  in  that  general  effort  of  nations  (which 
has  been  already  mentioned)  to  procure  from  their  own  soils  the 
articles  of  prime  necessity  requisite  to  their  own  consumption  and 
use,  and  which  serves  to  render  their  demand  for  a  foreign  supply  of 
such  articles,  in  a  great  d^ee,  occasional  and  contingent.  Hence 
while  the  necessities  of  nations  exclusively  devoted  to  agriculture 
for  the  fabrics  of  manufacturing  States  are  constant  and  regular, 
the  wants  of  the  latter  for  the  products  of  the  former  are  liable  to 
very  considerable  fluctuations  and  interruptions.  The  great  inequali- 
ties resulting  from  difference  of  seasons  have  been  elsewhere  re- 
marked. This  uniformity  of  demand  on  one  side  and  unsteadiness 
of  it  on  the  other  must  necessarily  have  a  tendency  to  cause  the  gen- 
eral course  of  the  exchange  of  commodities  between  the  parties  to 
turn  to  the  disadvantage  oi  the  merely  agricultural  States.  Peculiar- 
ity of  situation,  a  climate  and  soil  adapted  to  the  production  of  pecu- 
liar commodities,  may  sometimes  contradict  the  rule,  but  there  is 
every  reason  to  believe  that  it  will  be  found  in  the  main  a  just  one. 
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Another  circumstance  which  gives  a  superiority  of  conunercial 
advantages  to  States  that  manuutcture  as  well  as  cultivate  consists 
in  the  more  numerous  attractions  which  a  more  diversified  market 
offers  to  foreign  customers  and  in  the  greater  scope  which  it  affords 
to  mercantile  enterprise.  It  is  a  position  of  indisputable  truth  in 
commerce  depending,  too,  on  very  obvious  reasons,  that  the  greatest 
resort  will  ever  be  to  those  marts  where  commodities,  while  equally 
abundant,  are  most  various.  Each  difference  of  kind  holds  out  an 
additional  inducement;  and  it  is  a  position  not  less  clear  that  the 
field  of  enterprise  must  be  enlarged  to  the  merchants  of  a  country  in 
proportion  to  the  variety  as  well  as  the  abundance  of  commodities 
which  they  find  at  home,  for  exportation  to  foreign  markets. 

A  third  circumstance,  perhaps  not  inferior  to  either  of  the  other 
two^  conferring  the  superiority  which  has  been  stated,  has  relation  to 
the  stagnations  of  demand  for  certain  commodities,  which,  at  some 
time  or  other,  interfere  more  or  less  with  the  sale  of  all.  The  nation 
which  can  bring  to  market  but  few  articles  is  likely  to  be  more  quickly 
and  sensibly  affected  by  such  stagnations  than  one  which  is  alwavs 
possessed  of  a  great  variety  of  commodities;  the  former  frequently 
finds  too  great  a  proportion  of  its  stock  of  materials  for  sale  or  exchange 
lying  on  hand  or  is  obliged  to  make  injurious  sacrifices  to  supply  its 
Wants  of  foreign  articles  which  are  numerous  and  urgent  in  propor- 
tion to  the  smallness  of  the  number  of  its  own.  The  latter  commonly 
finds  itself  indemnified  by  the  high  prices  of  some  articles  for  the 
low  prices  of  others,  and  the  prompt  and  advantageous  sale  of  those 
articles  which  are  in  demand  enables  its  merchants  the  better  to  wait 
for  a  favorable  change  in  respect  to  those  which  are  not.  There  is 
^ound  to  believe  that  a  difference  of  situation  in  this  particular  has 
immensely  different  effects  upon  the  wealth  and  prosperity  of  nations. 

From  these  circumstances,  collectively,  two  important  inferences 
are  to  be  drawn:  One.  that  there  is  always  a  higher  probability  of  a 
favorable  balance  of  trade,  in  regard  to  countries  in  which  manufac- 
tures, founded  on  the  basis  of  a  thriving  agriculture,  flourish,  than 
in  regard  to  those  which  are  confined  whoUy,  or  almost  wholly,  to 
agriculture;  the  other  (which  is  also  a  consequence  of  the  fiist)  that 
countries  of  the  former  description  are  likely  to  possess  more  pecuni- 
ary wealth,  or  money,  than  those  of  the  latter. 

Facts  appear  to  correspond  w^ith  this  conclusion.  The  importa- 
tions of  manufactured  supplies  seem  invariably  to  drain  the  merely 
agricultural  people  of  their  wealth.  Let  the  situation  of  the  manu- 
facturing countries  of  Europe  be  compared,  in  this  particular,  with 
that  of  countries  which  only  cultivate  and  the  disparity  will  be 
striking.  Other  cases,  it  is  true,  help  to  account  for  this  disparity 
between  some  of  them;  and  among  these  causes,  the  relative  state  of 
agriculture;  but  between  others  of  them,  the  most  prominent  cir- 
cumstances of  dissimilitude  arises  from  the  comparative  state  of 
manufactures.  In  corroboration  of  the  same  idea,  it  ou^ht  not  to 
escape  remark  that  the  West  India  Islands,  the  soils  of  which  are  the 
most  fertile  and  the  nation  which,  in  the  greatest  degree,  supplies 
the  rest  of  the  world  with  the  precious  metals,  exchange  to  a  loss 
with  almost  everv  other  countrv. 

As  far  as  experience,  at  home,  may  guide,  it  will  lead  to  the  same 
conclusion.  Previous  to  the  Revolution,  the  quantity  of  coin  pos- 
sessed by  the  Colonies  which  now  compose  the  United  States  appeared 
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to  be  inadequate  to  their  circulation;  and  their  debt  to  Great  Britain 
was  progressive.  Since  the  Revolution,  the  States  in  which  manu- 
factures nave  most  increased,  have  recovered  fastest  from  the  injuries 
of  the  late  war,  and  abound  most  in  pecuniary  resources. 

It  ought  to  be  admitted,  however,  m  this,  as  in  the  preceding  case, 
that  causes  irrelative  to  the  state  of  manufactures,  account,  in  a 
degree,  for  the  phenomena  remarked.  The  continual  progress  of 
new  settlements  nas  a  natural  tendency  to  occasion  an  unfavorable 
balance  of  trade;  though  it  indemnifies  lor  the  inconvenience  by  that 
increase  of  the  national  capital  which  flows  from  the  conversion  of 
waste  into  improved  lands;  and  the  different  degrees  of  external  com- 
merce which  are  carried  on  by  the  different  States,  may  make  ma- 
terial differences  in  the  comparative  state  of  their  wealth.  The 
first  circumstance  has  reference  to  the  deficiency  of  coin  and  the  in- 
crease of  debt  previous  to  the  Revolution;  the  last,  to  the  advantages 
which  the  most  manufacturing  States  appear  to  have  enjoyed  over  uie 
others  since  the  termination  of  the  late  war. 

But  the  uniform  appearance  of  an  abundance  of  specie,  as  thjd  con- 
comitant of  a  flourishing  state  of  manufactures,  and  of  the  reverse, 
where  they  do  not  prevail,  afford  a  strong  presumption  of  their  favor- 
able operation  upon  the  wealth  of  a  country. 

Not  only  the  wealth,  but  the  independence  and  security  of  a 
country,  appear  to  be  materially  connected  with  the  prosperity  of 
manufactures.  Every  nation,  with  a  view  to  those  great  objects, 
ought  to  endeavor  to  possess  within  itself  all  the  essentials  of  national 
supply.  These  comprise  the  means  of  subsistence,  habitation, 
clotnmg,  and  defense. 

The  possession  of  these  is  necessary  to  the  perfection  of  the  body 
politic;  to  the  safety  as  well  as  to  tne  welfare  of  the  society.  The 
want  of  either  is  the  want  of  an  important  organ  of  political  life  and 
motion,  and  in  the  various  crises  which  await  a  state  it  must  severely 
feel  the  effects  of  any  such  deficiency.  The  extreme  embarrassments 
of  the  United  States  during  the  late  war  from  an  incapacity  of  sup- 
plying themselves  are  still  matter  of  keen  recollection;  a  future  war 
nu^ht  be  expected  again  to  exemplify  the  mischiefs  and  dangers  of 
a  situation  to  which  that  incapacity  is  still  in  too  great  a  degree 
applicable  unless  changed  by  timely  and  vigorous  exertion.  To 
enect  this  change  as  fast  as  shall  be  prudent  merits  all  the  attention 
and  all  the  zeal  of  our  public  councils;  'tis  the  next  great  work  to  be 
accomplished. 

The  want  of  a  navy  to  protect  our  external  commerce  as  long  as 
it  shall  continue  must  render  it  a  pecidiarly  precarious  reliance  for 
the  supply  of  essential  articles  and  must  serve  to  strengthen  pro- 
digiously the  arguments  in  favor  of  manufactures. 
^To  these  general  considerations  are  added  some  of  a  more  par- 
ticular nature. 

Our  distance  from  Europe,  the  great  fountain  of  manufactured 
supply,  subjects  us  in  the  existing  state  of  things  to  inconvenience 
and  loss  in  two  ways. 

The  bulkiness  of  those  commodities  which  are  the  chief  produc- 
tions of  the  soil  necessarily  imposes  very  heavy  charges  on  their 
transportation  to  distant  markets.     These  charges,  in  the  cases  in 
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which  the  nations  to  whom  our  products  are  sent  maintain  a  compe- 
tition in  the  supnly  of  their  own  markets,  principally  fall  upon  us 
and  form  material  deductions  from  the  primitive  value  of  the  articles 
furnished.  The  charges  on  manufactured  supplies  brought  from 
Europe  are  greatly  enhanced  by  the  same  cu-cumstancea  of  dis^ 
tance.  These  charges,  again,  in  the  cases  in  which  our  own  industry 
maintains  no  competition  in  our  own  markets,  also  principally  fall 
upon  us  and  are  an  additional  cause  of  extraordinary  deduction 
from  the  primitive  value  ( f  our  own  products,  these  being  the  materials 
of  exchange  for  the  foreign  fabrics  which  we  consume. 

The  equality  and  moderation  of  individual  property  and  the  grow- 
ing settlements  (>f  new  districts  occasion  in  tnis  country  an  unusual 
demand  for  coarse  manufactures,  the  charges  of  which,  being  greater 
in  proportion  to  their  ^eater  bulk,  augment  the  disadvantage 
which  has  just  been  described. 

As  in  most  countries  domestic  supplies  maintain  a  very  considerable 
competition  with  such  foreign  productions  of  the  soil  as  are  imported 
for  sale,  if  the  extensive  establishment  of  manufactories  m  the 
United  States  does  not  create  a  similar  competition  in  respect  to 
manufactured  articles  it  appears  to  be  clearly  deducible  from  the 
considerations  which  have  been  mentioned  that  they  must  sustain  a 
double  loss  m  their  exchanges  with  foreign  nations  strongly  conducive 
to  an  unfavorable  balance  of  trade  and  very  prejudicial  to  their 
interests. 

These  disadvantages  press  with  no  small  weight  on  the  landed 
interest  of  the  country.  In  seasons  of  peace  they  cause  a  serious 
deduction  from  the  intrinsic  value  of  the  products  of  the  soil.  In 
the  time  of  a  war  which  should  either  involve  ourselves  or  another 
nation  possessing  a  considerable  share  of  our  foreign  trade,  the  charges 
on  the  transportation  of  our  commodities,  bulky  as  most  of  them  are, 
could  hardly  fail  to  prove  a  grievous  burden  to  the  farmer  while 
obhged  to  depend  in  so  great  a  degree,  as  he  now  does,  upon  foreign 
markets  for  tne  vent  of  the  surplus  of  his  labor. 

As  far  as  the  prosperity  of  the  fisheries  of  the  United  States  is 
impeded  by  the  want  of  an  adequate  market,  there  arises  another 
special  reason  for  desiring  the  extension  of  manufactures.  Besides 
tne  fish,  which  in  many  places  would  be  likely  to  make  a  part  of  the 
subsistence  of  the  persons  employed,  it  is  known  that  the  oils,  bones, 
and  sldns  of  marine  animals  are  of  extensive  use  in  various  manufac- 
tures. Hence  the  prospect  of  an  additional  demand  for  the  produce 
of  the  fisheries. 

One  more  point  of  view  only  remains  in  which  to  consider  the 
expediency  of  encouraging  manufactures  in  the  United  States. 

It  is  not  uncommon  to  meet  with  an  opinion  that  though  the  pro- 
moting of  manufactures  may  be  the  interest  of  a  part  of  the  Union, 
it  is  contrary  to  that  of  another  part.  The  northern  and  southern 
regions  are  sometimes  represented  as  having  adverse  interests  in  this 
respect.  Those  are  called  manufacturing,  these  agricultural  States, 
ana  a  species  of  opposition  is  imagined  to  subsist  between  the  manu- 
facturing and  agricultural  interests. 

This  idea  of  an  opposition  between  those  two  interests  is  the  com- 
mon error  of  the  early  periods  of  every  country,  but  experience 
gradually  dissipates  it.  Indeed,  they  are  perceiveci  so  often  to  succor 
and  befriend  each  other  that  they  come  at  length  to  be  considered  a& 
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one — a  supposition  wliich  has  been  frequently  abused  and  is  not 
universaDy  true.  Particular  encouragements  of  particular  manufac- 
tures may  be  of  a  nature  to  sacrifice  the  interests  of  landholders  to 
those  of  manufacturers;  but  it  is  nevertheless  a  maxim,  weD  estab- 
lished by  experience  and  generally  acknowledged  where  there  has 
been  sufficient  experience,  mat  the  aggregate  prosperity  of  manufac- 
tures and  the  aggregate  prosperity  of  agriculture  are  intimately 
connected.  In  the  course  of  the  discussion  which  has  had  place, 
various  weighty  considerations  have  been  adduced  operating  in  sup- 
port of  that  maxim.  Perhaps  the  superior  steadiness  of  the  demand 
of  a  domestic  market  for  the  surplus  produce  of  the  soil  is  alone  a 
convincing  argument  of  its  truth. 

Ideas  of  a  contrariety  of  interest  between  the  northern  and  southern 
re^ons  of  the  Union  are,  in  the  main,  as  unfounded  as  they  are  mis- 
chievous. The  diversity  of  circumstances  on  which  such  contrariety 
is  usually  predicated  authorizes  a  directly  contrary  conclusion. 
Mutual  wants  constitute  one  of  the  strongest  links  of  political  con- 
nection, and  the  extent  of  these  bears  a  natural  proportion  to  the 
diversity  in  the  means  of  mutual  sirpply. 

Suggestions  of  an  opposite  complexion  are  ever  to  be  deplored  as 
unfriendly  to  the  steady  pursuit  of  one  great  common  cause  and  to 
the  perfect  harmony  of  all  the  parts. 

In  proportion  as  the  mind  is  accustomed  to  trace  the  intimate 
connection  of  interest  which  subsists  between  all  the  parts  of  a 
society  united  under  the  same  government,  the  infinite  variety  of 
channels  will  serve  to  circulate  tlie  prosperity  of  each,  to  and  through 
the  rest — in  that  proportion  will  it  be  little  apt  to  be  disturbed  by 
solicitudes  and  apprehensions  which  originate  in  local  discriminations. 

It  is  a  truth,  as  important  as  it  is  agreeable,  and  one  to  which  it  is 
not  easy  to  imagine  exceptions,  that  everj^thing  tending  to  establish 
substantial  and  permanent  order  in  the  affairs  oia  count^,  to  increase 
the  total  mass  of  industry  and  opulence,  is  ultimately  beneficial  to 
every  part  of  it.  On  the  credit  of  this  great  truth  an  acquiescence 
may  safely  be  accorded  from  every  quarter  to  all  institutions  and 
arrangements  which  promise  a  connrmation  of  public  order  and  an 
auCTaentation  of  national  resource. 

But  there  are  more  particular  considerations  which  serve  to  fortify 
the  idea  that  the  encouragement  of  manufactures  is  the  interest  of  aU 
parts  of  the  Union.  If  the  Northern  and  Middle  States  should  be  the 
principal  scenes  of  such  establishments,  they  would  immediately 
oenefit  the  more  Southern,  by  creating  a  demand  for  productions, 
some  of  which  they  have  in  common  with  the  other  States,  and  others, 
which  are  either  peculiar  to  them  or  more  abundant  or  of  better 
auaHty,  than  elsewhere.  These  productions,  principaDy,  are  timber, 
dax,  hemp,  cotton,  wool,  raw  silk,  indigo,  iron,  lead,  furs,  hides,  skins, 
and  coals ;  of  these  articles,  cotton  and  mdigo  are  peculiar  to  the  South- 
em  States,  as  are,  hitherto,  lead  and  coal;  flax  and  hemp  are,  or  may 
be,  raised  in  greater  abundance  there  than  in  the  more  Northern 
States;  and  the  wool  of  Virginia  is  said  to  be  of  better  quality  than 
that  of  any  other  State — a  circumstance  rendered  the  more  probable, 
by  the  reflection  that  Vimnia  embraces  the  same  latitudes  with  the 
finest  wool  coimtries  of  Eurojpe.  The  climate  of  the  South  is  also 
better  adapted  to  the  production  of  silk. 
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The  extensive  cultivation  of  cotton  can,  perhaps^  hardly  be  exi>ected 
but  from  the  nrevious  establishment  of  domestic  manufactories  of 
the  article,  ana  the  surest  encouragement  and  vent  for  the  others 
would  result  from  similar  establishments  in  respect  to  them. 

If,  then,  it  satisfactorily  appears  that  it  is  the  interest  of  the  United 
States  generally  to  encourage  manufactures,  it  merits  particular  at- 
tention that  there  are  circumstances  wliich  render  the  present  a  crit- 
ical moment  for  entering  \\ith  zeal  upon  the  important  business.  The 
effort  can  not  fail  to  be  materially  seconded  oy  a  considerable  and 
increasing  influx  of  money  in  conseauence  of  forei^  speculations  in 
the  funds  and  by  the  disorders  wliich  exist  in  different  parts  of 
Europe. 

The  first  circumstance  not  only  facilitates  the  execution  of  manu- 
facturing enterprises,  but  it  indicates  them  as  a  necessary  means  to 
turn  the  thing  itself  to  advantage  and  to  prevent  its  being  eventually 
an  evil.  If  useful  employment  be  not  found  for  the  money  of  for- 
eigners, brought  to  the  country  to  be  invested  in  purchases  of  the  pub- 
he  debt,  it  will  quickly  be  reexported  to  defray  the  expense  of  an 
extraordinary  consumption  of  foreign  luxuries,  and  distressing  drains 
of  our  specie  may  hereafter  be  experienced  to  pay  tlie  interest  and 
redeem  the  principal  of  tlie  purchased  debt. 

This  useful  employment,  too,  ought  to  be  of  a  nature  to  produce 
soUd  and  permanent  improvements.  If  the  money  merely  serves  to 
give  a  temporary  spring  to  foreign  commerce,  as  it  can  not  procure 
new  and  lasting  outlets  for  the  products  of  tlie  country,  there  will  be 
no  real  or  durable  advantage  gained.  As  far  as  it  shall  find  its  way 
in  agricultural  meUorations,  in  opening  canals,  and  in  similar  improve- 
ments, it  will  be  productive  of  substantial  utility.  But  there  is  rea- 
son to  doubt  whctlier  in  such  channels  it  is  hkely  to  find  sufficient 
employment,  and  still' more  wliether  many  of  those  who  possess  it 
would  be  as  readily  attracted  to  objects  of  this  nature  as  to  manufac- 
turing pursuits,  which  bear  greater  analogy  to  tliose  to  which  tliey  are 
accustomed  and  to  the  spirit  generated  by  them. 

To  open  the  one  field  as  well  as  the  other  will  at  least  secure  a  bet- 
ter prospect  of  useful  employment  for  wliatever  accession  of  money 
there  has  been  or  may  be. 

There  is  at  the  present  iimcture  a  certain  fermentation  of  mind,  a 
certain  activity  of  speculation  and  enterprise,  which  if  properly 
directed  may  be  made  subservient  to  useful  purposes,  but  which  u 
left  entirely  to  itself  may  be  attended  with  permcious  effects.  The 
disturbed  state  of  Europe,  inclining  its  citizens  to  emigration,  the 
requisite  workmen  will  oe  more  easily  acquired  than  at  any  other 
time ;  and  the  effect  of  multiplying  the  opportunities  of  employment 
to  those  who  emigrate  may  be  an  increase  of  the  number  and  extent 
of  valuable  acquisitions  to  the  population,  arts,  and  industry  of  the 
country. 

To  mid  pleasure  in  the  calamities  of  other  nations  would  be  crimi- 
nal, but  to  benefit  ourselves  by  opening  an  asylum  to  those  who 
suffer  in  consequence  of  them  is  as  justifiable  as  it  is  poUtic. 

A  full  view  having  now  been  taken  of  the  inducements  to  the  pro- 
motion of  manufactures  in  the  United  States,  accompanied  with  an 
examination  of  the  principal  objections  which  are  commonly  urged  in 
opposition,  it  is  proper  in  the  next  place  to  consider  the  means  by 
wuch  it  may  be  effected  as  introductory  to  a  specification  of  the 
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objects,  which  m  the  present  state  of  things  appear  the  most  fit  to  be 
encouraged  and  of  the  particular  measure  which  it  may  be  advisable 
to  adopt  in  respect  to  each. 

In  order  to  a  better  judgment  of  the  means  proper  to  be  resorted 
to  by  the  United  States,  it  will  be  of  use  to  advert  to  those  which  have 
been  employed  with  success  in  other  countries.  The  principal  of 
these  are: 

1.  Protectino  Dutiks  or  Duties  on  Those  FoREroN  Articles 
Which  Are  the  Rivals  op  the  Domestic  Ones  Intended 
To  Be  Encouraged. 

Duties  of  this  nature  evidently  amount  to  a  virtual  bounty  on  the 
domestic  fabrics,  since  by  enhancing  the  chaises  on  foreign  articles 
they  enable  the  national  manufacturers  to  imoersell  all  their  foreign 
competitors.  The  propriety  of  this  species  of  encouragement  need 
not  oe  dwelt  upon,  as  it  is  not  only  a  clear  result  from  the  numerous 
topics  which  have  been  suggested  but  is  sanctioned  by  the  laws  of  the 
United  States  in  a  variety  of  instances.  It  has  the  additional  recom- 
mendation of  being  a  resource  of  revenue.  Indeed,  all  the  duties 
imposed  on  imported  articles,  though  with  an  exclusive  view  to 
revenue,  have  the  effect  in  contemplation  and  except  where  they  fall 
on  raw  materials  wear  a  beneficent  aspect  toward  the  manuufacturers 
of  the  country. 

2.  prohibinons  of  rival  articles  or  duties  equivalent  to 

Prohibitions. 

This  is  another  and  an  efficacious  means  of  encouraging  national 
manufactures;  but  in  general  it  is  only  fit  to  be  emploved  when  a 
manufacture  has  made  such  progress  and  is  in  so  many  nands  as  to 
insure  a  due  competition  and  an  adequate  supply  on  reasonable  terms. 
Of  duties  equivalent  to  prohibitions  there  are  examples  in  the  laws  of 
the  United  States;  and  there  are  other  cases  to  wnich  the  principle 
may  be  advantageously  extended,  but  they  are  not  numerous. 

Considering  a  monopoly  of  the  domestic  market  to  its  own  manu- 


justice,  certainly  by  the  duty  of  endeavoring  to  secure  to  their  own 
citizens  a  reciprocity  of  advantages. 

3.  Prohibitions  of  the  Exportation  of  the  Materials  of 

Manufacturers. 

The  desire  of  securing:  a  cheap  and  plentiful  supply  for  the  national 
workmen,  and  where  the  article  is  either  peculiar  to  the  country,  or 
of  peculiar  quality  there,  the  jealousy  of  enabling  foreign  worlcmen 
to  rival  those  of  the  nation  with  its  own  materials,  are  the  leading 
motives  to  this  species  of  regulation.  It  ought  not  to  be  affirmed 
that  it  is  in  no  instance  proper,  but  is  certainly  one  which  ought  to 
be  adopted  with  great  circumspection,  and  only  in  very  plain  cases. 
It  is  seen  at  once  that  its  immediate  operation  is  to  abridge  the  demand 
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and  keep  down  the  price  of  the  produce  of  some  other  branch  of  in* 
dustry  -generally  soeakingy  of  agriculture — to  the  prejudice  of  those 
who  carry  it  on,  ana  thou^^  if  it  be  really  essential  to  the  prosperity 
of  any  very  important  national  manufacture,  it  may  happen  that 
those  who  are  injured  in  the  first  instance  may  be  eventually  indem- 
nified by  the  superior  steadiness  of  an  extensive  domestic  market, 
depending  on  that  prosperity;  yet  in  a  matter  in  which  there  is  ao 
much  room  for  nice  and  difficult  combinations,  in  which  suc^  oppo»te 
considerations  combat  each  other,  prudence  seems  to  dictate  that 
the  expedient  in  question  ouerht  to  be  indulged  with  a  sparing  hand. 

4.  Pjs/^^niaby  Bounties. 

This  has  been  found  one  oi  the  most  efficacious  means  of  encouraging 
manufactures,  and  is  in  some  views  the  best.  Though  it  has  not  vet 
been  practiced  upon  by  the  Government  of  the  United  States  (unless 
the  allowance  on  the  exportation  of  dried  and  pickled  fish  and  salted 
meat  could  be  considered  as  a  bounty),  and  thoiigh  it  is  lees  favored 
by  public  opinion  than  some  other  modes,  its  advantages  are  these: 

(1)  It  is  a  species  of  encouragement  more  positive  and  direct  than 
any  other,  and  for  that  very  reason  has  a  more  immediate  tendency  to 
stimulate  and  uphold  new  enterprises,  increasing  the  chances  of 
profit  and  diminishing  the  risks  of  loss  in  the  first  attempts. 

(2)  It  avoids  the  inconvenience  of  a  temporary  augmentation  of 
price  which  is  incident  to  some  other  modes,  or  it  produces  it  to  a 
less  degree,  either  by  making  no  addition  to  the  charges  on  the  rival 
foreign  articles,  as  m  the  case  of  protecting  duties,  or  by  making  a 
smaller  addition.  The  first  happens  when  the  fimd  for  the  bounty 
is  derived  from  a  diflFerent  object  (which  may  or  may  not  increase 
the  price  of  some  other  article,  according  to  the  nature  of  that  object), 
the  second  when  the  fund  is  derived  from  the  same  or  a  similar 
object  of  foreign  manufacture.  One  per  cent  duty  on  the  foreign 
article  converted  into  a  bounty  on  the  domestic  will  have  an  equal 
effect  with  a  duty  of  2  per  cent  exclusive  of  such  boimty,  and  the 
price  of  the  foreign  commodity  is  liable  to  be  raised  in  the  one  case 
in  the  proportion  of  1  per  cent;  in  the  other,  in  that  of  2  per  cent. 
Indeed,  the  bounty,  when  drawn  from  another  source,  is  calculated 
to  promote  a  reduction  of  price  because,  without  laying  any  new 
charge  on  the  foreign  article,  it  serves  to  introduce  a  competition 
with  it  and  to  increase  the  total  quantity  of  the  article  in  the  market. 

(3)  Bounties  have  not,  like  high  protecting  duties,  a  tendency  to 
produce  scarcity.  An  increase  of  price  is  not  always  the  immediate, 
though  where  the  progress  of  a  domestic  manufacture  does  not 
counteract  a  rise  it  is  commonly  the  ultimate,  effect  of  an  additional 
duty.     In  the  interval  between  the  laying  of  the  duty  and  the  pro- 

{^ortional  increase  of  price  it  may  discourage  importation  by  inter- 
ering  with  the  profits  to  be  expected  from  the  sale  of  the  article. 

(4)  Bounties  are  sometimes  not  only  the  best  but  the  only  proper 
expedient  for  uniting  the  encouragement  of  a  new  object  of  agricul- 
ture with  that  of  a  new  object  of  manufacture.  It  is  the  interest  of 
the  farmer  to  have  the  production  of  the  raw  material  promoted  by 
counteracting  the  mtorierenco  of  the  foreign  material  of  the  same 
kind.  It  is  the  interest  of  the  manufacturer  to  have  the  material 
abimdant  and  cheap.     If,  prior  to  the  domestic  production  of  the 
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material  in  sufficient  quantity  to  supply  the  manufacturer  on  good 
terms,  a  duty  be  laid  upon  the  importation  of  it  from  abroad  with  a 
Tiew  to  promote  the  raising  of  it  at  home,  the  interest  both  of  the 
farmer  and  manufacturer  will  be  disserved.  By  either  destroying 
the  requisite  supply  or  raising  the  price  of  the  article  beyond  what 
can  be  afforded  to  be  given  for  it  by  the  conductor  of  an  infant 
manufacture,  it  is  abandoned  or  fails,  and  there  beiag  no  domestic 
manufactories  to  create  a  demand  for  the  raw  material  which  is  raised 
by  the  farmer  it  is  in  vain  that  the  competition  of  the  like  foreign 
article  may  have  been  destroyed. 

It  can  not  escape  notice  that  a  duty  upon  the  importation  of  an 
article  can  not  otherwise  aid  the  domestic  production  of  it  than  by 

fiving  the  latter  greater  advantages  in  the  home  market.  It  can 
ave  no  influence  upon  the  advantageous  sale  of  the  article  produced 
in  foreign  markets — ^no  tendency,  therefore,  to  promote  its  expor- 
tation. 

The  true  way  to  conciliate  these  two  interests  is  to  lay  a  dut5^  on 
foreign  manufactures  of  the  material,  the  growth  of  which  is  desired 
to  be  encouraged,  and  to  apply  the  produce  of  that  duty,  by  way  of 
bounty,  either  upon  the  production  of  the  material  itself  or  upon  its 
manufacture  at  home,  or  upon  both.  In  this  disposition  of  the 
thing  the  manufacturer  conmiences  his  enterprise  under  every  ad- 
vantage which  is  attainable,  as  to  Quantity  or  price  of  the  raw  mate- 
rial; and  the  farmer,  if  the  bounty  oe  immediately  to  him,  is  enabled 
bv  it  to  enter  into  a  successful  competition  with  the  foreign  material. 
If  the  bounty  be  to  the  manufacturer  on  so  much  of  the  domestic 
material  as  he  consumes,  the  operation  is  nearly  the  same;  he  has  a 
motive  of  interest  to  prefer  tne  domestic  commodity,  if  of  equal 
quality,  even  at  a  higher  price,  than  the  foreign  so  long  as  the  differ- 
ence of  price  is  anything  short  of  the  bounty  which  is  allowed  upon 
the  article. 

Except  the  simple  and  ordinary  kinds  of  household  manufacture, 
or  those  for  which  there  are  very  commanding  local  advantages, 
pecuniary  bounties  are  in  most  cases  indispensable  to  the  introduc- 
tion of  a  new  branch.  A  stimulus  and  a  support  not  less  powerful  and 
direct  is,  generally  speaking,  essential  to  the  overcoming  of  the 
obstacles  which  arise  from  the  competitions  of  superior  skill  and 
maturity  elsewhere.  Bounties  are  especially  essential  in  regard  to 
articles  upon  which  those  foreigners  who  have  been  accustomed  to 
supply  a  country  are  in  the  practice  of  granting  them. 

The  continuance  of  bounties  on  manufactures  long  established 
must  almost  always  be  of  questionable  policy,  because  a  presumption 
would  arise  in  every  such  case  that  there  were  natural  and  inherent 
impediments  to  success.  But,  in  new  undertakings,  they  are  as 
justifiable  as  they  are  oftentimes  necessary. 

There  is  a  degree  of  prejudice  against  bounties,  from  an  appearance 
of  giving  away  the  public  money  without  an  immediate  consideration, 
ana  from  a  supposition  that  they  serve  to  enrich  particular  classes  at 
the  expense  of  the  community. 

But  neither  of  these  sources  of  dislike  will  bear  a  serious  examina- 
tion. There  is  no  purpose  to  which  public  money  can  be  more  bene- 
ficially applied  than  to  the  acquisition  of  a  new  and  useful  branch  of 
industry,  no  consideration  more  valuable  than  a  permanent  addition 
to  the  general  stock  of  productive  labor. 
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Ab  to  the  second  source  of  objection^  it  equally  lies  against  the 
other  modes  of  encouragement,  which  are  admitted  to  w  el^Me. 
As  often  as  a  duty  upon  a  foreign  article  makes  an  addition  to  its 
price,  it  causes  an  extra  expense  to  the  community  for  the  benefit  of 
the  domestic  manufacturer.  A  bounty  does  no  more.  But  it  is  the 
interest  of  the  society  in  each  case  to  submit  to  the  temporary 
expense— which  is  more  than  compensated  by  an  increase  of  industry 
and  wealth;  by  an  augmentation  of  resources  and  independence;  and 
by  the  circumstance  of  eventual  cheapness,  which  has  been  noticed 
in  another  place. 

It  would  deserve  attention,  however,  in  the  employment  of  this 
species  of  encouragement  ui  the  United  States,  as  a  reason  for  moder- 
ating the  degree  of  it  in  the  instances  in  which  it  might  be  deemed 
eligible,  that  the  great  distance  of  this  country  from  Europe  imposes 
very  heavy  charges  on  all  the  fabrics  which  are  brought  from  thence, 
amounting  to  from  15  to  30  per  cent  on  their  value,  according  to 
their  bulk. 

A  question  has  been  made  concerning  the  constitutional  right  of 
the  Government  of  the  United  States  to  apply  this  species  of  encour- 
ajgement.  but  there  Is  certainly  no  good  foundation  for  such  a  ques- 
tion. Tne  National  Legislature  has  express  authority  **to  lay  and 
collect  taxes,  duties,  imposts,  and  excises,  to  pay  the  debts,  and 
provide  for  the  common  defense  and  general  weliare,"  with  no  other 
qualification  than  that  '^all  duties,  imposts,  and  excises  shall  be 
uniform  throughout  the  United  States;  that  no  capitation  or  other 
direct  tax  shall  be  laid,  unless  in  proportion  to  numbers,  ascertained 
by  a  census  or  enumeration,  taken  on  the  principles  prescribed  in  the 
CJonstitution.^'  and  that  "no  tax  or  dutv  shall  be  laid  on  articles 
exported  from  any  State. *^ 

These  three  Qualifications  excepted,  the  power  to  raise  money  is 
plenary  and  indefinite,  and  the  objects  to  which  it  may  be  appro- 
priatea  are  no  less  comprehensive  than  the  payment  of  the  public 
debts  and  the  providing  lor  the  common  defense  and  general  welfare. 
The  terms  *' general  welfare '*  were  doubtless  intended  to  signify 
more  than  was  expressed  or  imported  in  those  which  preceded;  other- 
wise, numerous  exigencies  incident  to  the  affairs  of  a  nation  would 
have  been  left  without  a  provision.  The  phrase  is  as  comprehensive 
as  any  that  could  have  been  used;  because  it  was  not  fit  that  the 
constitutional  authority  of  the  Union  to  appropriate  its  revenues 
should  have  been  restricted  within  narrower  limits  than  the  "general 
welfare";  and  because  this  necessarily  embraces  a  vast  vanety  of 
particulars  which  are  susceptible  neither  of  specification  nor  definition. 

It  is,  therefore,  of  necessity,  left  to  the  ai'^cretion  of  the  National 
Legislature  to  pronounce  u]>on  t  ho  ol)jocts  which  concern  the  general 
welfare,  and  for  whicli,  under  thnt  description,  an  appropriation  of 
money  is  requisite  and  proper.  .\nd  there  seems  to  oe  no  room  for 
doubt  that  whatever  concerns  the  general  interests  of  learning,  of 
agriculture,  of  manufactures,  and  oi  e(minierce  is  within  the  sphere 
of  the  national  councils,  as  far  as  regards  an  application  of  money. 

The  only  qualification  of  (he  generality  of  the  phrase  in  Question 
which  seems  to  be  admissible  is  this:  That  the  ooject  to  ^ich  an 
appropriation  of  money  is  to  bo  made  be  general  and  not  local;  its 
operation  extending,  in  fact  or  by  possibility,  throughout  the  Union 
and  not  being  confined  to  a  particular  spot. 
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No  objection  ou^ht  to  arise  to  this  construction  from  a  supposition 
that  it  would  imply  a  power  to  do  whatever  else  should  appear  to 
Congress  conducive  to  the  general  welfare.    A  power  to  appropriate 


5.  Premiums. 

P^  These  are  of  a  nature  allied  to  bounties,  tbougn  distineruishabie 
from  them  in  some  important  features. 

Bounties  are  applicable  to  the  whole  quantity  of  an  article  pro- 
duced or  manufactured  or  exported  and  involve  a  corresponaent 
expense.  Premiums  serve  to  reward  some  particular  excellence  or 
superiority,  some  extraordinary  exertion  or  skill,  and  are  dispensed 
only  in  a  small  number  of  cases.  But  their  effect  is  to  sthnulate  gen- 
eral effort;  contrived  so  as  to  be  both  honorary  and  lucrative,  they 
address  themselves  to  different  passions — touchmg  the  chords  as  well 
of  emulation  as  of  interest.  They  are,  accordingly,  a. very  economical 
means  of  exciting  the  enterprise  of  a  whole  conmiunity. 

There  are  various  societies  in  different  countries  whose  object  is  the 
dispensation  of  premiums  for  the  encouragement  of  agriculture,  art«, 
manufactures,  and  commerce;  and  though  they  are,  for  the  most  part, 
voluntary  associations,  with  comparatively  slender  funds,  their 
utility  has  been  immense.  Much  has  been  done  by  this  means  in 
Great  Britain.  Scotland,  in  particular,  owes  materially  to  it  a  pro- 
digious amelioration  of  condition.  From  a  similar  establishment  in 
the  United  States,  supplied  and  supported  by  the  Government  of  the 
Union,  vast  benefits  might  reasonably  be  expected.  Some  further 
ideas  on  this  head  shall  accordingly  be  submitted  in  the  conclusion  of 
this  report. 

6.  The  Exemption  of  the  Materials  of  Manufacture  From 

Duty. 

The  policy  of  that  exemption,  as  a  general  rule,  particularly  in 
reference  to  new  establishments,  is  obvious.  It  can  nardly  ever  be 
advisable  to  add  the  obstructions  of  fiscal  burdens  to  the  difficulties 
which  naturally  embarrass  a  new  manufacture;  and  where  it  is 
matured  and  in  condition  to  become  an  object  of  revenue,  it  is,  gen- 
erally speaking,  better  than  the  fabric,  than  the  material,  should  be 
the  subject  of  taxation.  Ideas  of  proportion  between  the  quantum 
of  the  tax  and  the  value  of  the  article  can  be  more  easily  adjusted  in 
the  former  than  in  the  latter  case.  An  argument  for  exemptions  of 
this  kind  in  the  United  States  is  to  be  derived  from  the  practice,  as 
far  as  their  necessities  have  permitted,  of  those  nations  w^nom  we  are 
to  meet  as  competitors  in  our  own  and  in  forei^  markets. 

There  are,  however,  exceptions  to  it,  of  ivhich  some  examples  will 
be  jriven  under  the  next  head. 

The  laws  of  the  Union  afford  instances  of  the  observance  o(  this 
policy  here  recommended,  but  it  will  probably  be  found  advisable  to 
extend  it  to  some  other  cases.  Of  a  nature  oearing  some  affinity  to 
that  policy  is  the  regulation  which  exempts  froin  duty  the  tools  and 
implements,  as  well  as  the  books,  clothes,  and  household  furniture,  of 
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foreign  artists  who  come  to  reside  in  the  United  States — an  adrantji^e 
already  secured  to  them  by  the  laws  of  the  Union  and  which  it  is  m 
every  view  proper  to  continue. 

7.  Drawbacks  of  the  Duties  Which  are  Imposed  on  the 

Materials  of  Manufactures. 

It  has  already  been  observed,  as  a  general  rule,  that  duties  on  those 
materials  ought,  with  certain  exceptions,  to  be  forborne.  Of  these 
exceptions  three  cases  occur  whicn  may  serve  as  examples.  One, 
where  the  material  itself  is  an  object  of  general  or  extensive  con- 
sumption and  a  fit  and  productive  source  of  revenue.  Another, 
where  a  manufacture  of  a  simpler  kind,  the  competition  of  which, 
with  a  like  domestic  article,  is  desired  to  be  restrained,  partakes  oi 
the  nature  of  a  raw  material  from  being  capable,  by  a  further  process, 
to  be  converted  into  a  manufacture  of  a  diflerent  irind,  the  introduc- 
tion or  growth  of  which  is  desired  to  be  encouraged.  A  third,  where 
the  material  itself  is  a  production  of  the  coimtry  and  in  sufficient 
abundance  to  furnish  a  cheap  and  plentiful  supply  to  the  national 
manufacturers. 

Under  the  first  description  comes  the  article  of  molasses.  It  is 
not  only  a  fair  object  of  revenue,  but,  being  a  sweet,  it  is  just  that  the 
consumers  of  it  snould  pay  a  duty  as  well  as  the  consumers  of  sugar. 

Cottons  and  linens  in  their  white  state  fall  under  the  second  de- 
scription. A  duty  upon  such  as  are  imported  is  proper  to  promote 
the  domestic  manufacture  of  similar  articles  in  the  same  State. 
A  drawback  of  that  duty  is  proper  to  encourage  the  printing  and 
staining  at  home  of  those  which  are  brought  from  abroad.  When 
the  first  of  these  manufactures  has  attained  sufficient  maturity  in  a 
country  to  furnish  a  full  supply  for  the  second  the  utility  of  tie 
drawback  ceases. 

The  article  of  hemp  either  now  does,  or  may  be  expected  soon  to, 
exemplify  the  third  case  in  the  United  States. 

Where  duties  on  the  materials  of  manufactures  are  not  laid  for  the 
purpose  of  preventing  a  competition  with  some  domestic  production 
the  same  reasons  whidi  recommend,  as  a  general  rule,  the  exemption  of 
those  materials  from  duties  would  recommend,  as  a  like  general  rule, 
the  allowance  of  drawbacks  in  favor  of  the  manufacturer.  Accord- 
ingly such  drawbacks  are  familiar  in  countries  which  systematically 
{)ur8ue  the  business  of  manufactures,  which  furnishes  an  argument 
or  the  observance  of  a  similar  policy  in  the  United  States;  and  the 
idea  has  been  adopted  by  the  laws  of  the  Union  in  tie  instances  of 
salt  and  molasses.  It  is  believed  that  it  will  be  found  advantageous 
to  extend  it  to  some  other  articles. 

8.  The  Encouragement  of  New  Inventions  and  Discoveries  at 
Home  and  of  the  Introduction  Into  the  United  States  op 
Such  as  Mat  Have  Been  Made  in  Other  Countries,  Par- 
ticularly Those  Which  Relate  to  Machinery. 

This  is  amon^  the  most  useful  and  unexceptionable  of  the  aids 
which  can  be  given  to  manufacturers.  The  usual  means  of  that 
encouragement  are  pecuniary  rewards,  and  for  a  time  exdusive 
privileges.    The  first  must  be  employed  according  to  ^e  occasion 
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and  the  utility  of  the  invention  or  discovery.  For  the  last,  so  far  as 
respects  '*autnors  and  inventors,"  provision  has  been  made  bylaw. 
But  it  is  desirable  in  regard  to  improvements  and  secrets  of  extraor- 
dinary value  to  be  able  to  extend  the  same  benefit  to  introducers  as 
well  as  authors  and  inventors;  a  policy  which  has  been  practiced  with 
advantage  in  other  countries.  Here,  nowever,  as  in  some  otiier  cases, 
there  is  cause  to  regret  that  the  competency  of  the  authority  of  the 
National  Government  to  the.good  which  might  be  done  is  not  with- 
out a  question.  Many  aids  might  be  given  to  industry,  many  internal 
improvements  of  primary  magnitude  might  be  promoted,  by  an  au- 
thoritv  operating  throughout  the  Union,  which  can  not  be  effected 
as  well,  if  at  all.  By  an  authority  confined  within  the  limits  of  a  single 
State. 

But  If  the  legislature  of  the  Union  can  not  do  all  the  good  that 
might  be  wished,  it  is  at  least  desirable  that  all  may  be  done  which 
is  practicable.  Means  foi  promoting  the  introduction  of  foreign  im- 
provements, though  less  efficaciously  than  might  be  accomplished 
with  more  adeauate  authority,  will  form  a  part  of  the  plan  intended 
to  be  submittea  in  the  close  of  this  report. 

^It  is  customary  with  manufacturing  nations  to  prohibit,  under 
severe  penalties,  the  exportation  of  implements  and  machines  whidi 
they  have  either  invented  or  imi)roved.  There  are  ah-eady  objects 
for  a  similar  regulation  in  the  United  States,  and  others  may  be  ex- 
pected to  occur  from  time  to  time.  The  adoption  of  it  seems  to  be 
dictated  by  the  principle  of  reciprocity.  Greater  liberality  in  such 
respects  misht  better  comport  with  the  general  spirit  of  the  country, 
but  a  selfisn  and  exclusive  policy  ia  omer  quarters  will  not  always 
permit  the  free  indulgence  of  a  spirit  which  would  place  us  upon  an 
unecjual  footing.  As  far  as  prohibitions  tend  to  prevent  foreign  com- 
petitors from  deriving  the  benefit  of  the  improvements  made  at  home, 
they  tend  to  increase  the  advantages  of  those  by  whom  they  may 
have  been  introduced  and  operate  as  an  encouragement  to  exertion. 

9.  Judicious  Regulations  fob  the  Inspection  of  Manufactured 

Commodities. 

This  is  not  among  the  least  important  of  the  means  by  which  the 
prosperity  of  manufactures  may  be  promoted.  It  is,  indeed,  in  many 
cases  one  of  the  most  essential.  Contributing  to  prevent  frauds  upon 
consumers  at  home  and  exporters  to  foreign  countries,  to  improve 
the  quality  and  preserve  the  character  of  the  national  manufactures, 
it  can  not  fail  to  aid  the  expeditious  and  advantageous  sale  of  them 
and  to  serve  as  a  guard  against  successful  competition  from  other 
quarters.  The  reputation  of  the  flour  and  lumoer  of  some  States 
and  of  potash  of  others  has  been  established  by  an  attention  to  this 
point.  And  the  like  good  name  might  be  procured  for  those  articles, 
wheresoever  produced,  by  a  judicious  and  uniform  system  of  inspec- 
tion throughout  the  ports  of  the  United  States.  A  like  system  might 
also  be  extended  witn  advantage  to  other  commodities. 
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10.  The  Facilitatino  of  Pecuniary  Remittances  from  Place  to 

Place. 

This  is  a  point  of  considerable  moment  to  trade  in  eeneral,  and  to 
manufacturers  in  particular,  by  rendering  more  easy  tne  purchase  of 
raw  materials  and  provisions,  and  the  payment  for  manufactured  sup- 

fdies.     A  general  circulation  of  bank  paper,  which  is  to  be  expected 
rom  the  institution  lately  estal>lished,  will  be  a  most  valuable  means 
to  this  end.     But  much  good  would  also  accrue  from  some  additional 

Sro visions  respecting  inland  bills  of  exchange.  If  those  drawn  in  one 
tate,  payable  in  another,  were  made  negotiable  everywhere,  and 
interest  and  damages  allowed  in  case  of  protest,  it  would  greatly 
promote  negotiations  between  citizens  of  dinerent  States,  by  rendering 
them  more  secure,  and  with  it  the  convenience  and  advantage  of  the 
merchants  and  manufacturers  of  each. 

11.  The  Facilitating  of  the  Transportation  of  CoMMODnriES. 

Improvements  favoring  this  object  intimately  concern  all  the 
domestic  interests  of  a  community;  but  they  may,  without  impro- 
priety, be  mentioned  as  having  an  important  relation  to  manufactures. 
There  is,  perhaps,  scarcely  anything  which  has  been  better  calcu- 
lated to  assist  the  manufactures  of  Great  Britain,  than  the  melioration 
of  the  public  roads  of  that  Kingdom,  and  the  great  progress  which  has 
been  of  late  made  in  opening  canals.  Of  the  former,  the  United 
States  stand  much  in  need;  for  the  latter,  they  present  uncommon 
facilities. 

The  symptoms  of  attention  to  the  improvement  of  inland  naviga- 
tion which  have  lately  appeared  in  some  quarters  must  fill  with 
pleasure  every  breast,  warmed  with  a  true  zeal  for  the  prosperity  of 
the  country.  These  examples,  it  is  to  be  hoped,  will  stimulate  the 
exertions  of  the  Government  and  citizens  of  every  State.  There  can 
certainly  be  no  object  more  worthy  of  the  cares  of  the  local  adminis- 
trations; and  it  were  to  be  wished  that  there  was  no  doubt  of  the 
Eower  of  the  National  Government  to  lend  its  du-ect  aid  on  a  compre- 
ensive  plan.  This  is  one  of  those  improvements  which  coula  be 
prosecuted  with  more  efficacy  by  the  whole,  than  by  any  part  or 
parts  of  the  Union.  There  are  cases  in  which  the  general  interest  will 
DC  in  danger  to  be  sacrificed  to  the  collision  of  some  supposed  local 
interests.  Jealousies  in  matters  of  this  kind  are  as  apt  to  exist  as 
they  are  apt  to  be  erroneous. 

The  following  remarks  are  sufficiently  judicious  and  pertinent  to 
deserve  a  literal  quotation: 

Good  roads,  canals,  and  navigable  rivers,  by  diminishing  the  expense  of  carriage^ 
put  the  remote  parts  of  a  country  more  nearly  upon  a  level  with  those  in  the  neighbor- 
nood  of  the  town.  They  are,  upon  that  account,  the  greatest  of  all  improvements. 
They  encourage  the  cultivation  of  the  remot.e,  which  must  always  be  the  most  exten- 
sive circle  of  the  country.  They  are  advantageous  to  the  town,  by  breaking  down 
the  monopoly  of  the  country  in  its  neighborhood.  They  are  advantageous  even  to 
that  part  of  the  country.  Though  they  introduce  some  rival  commodities  into  the 
old  market,  they  open  many  new  markets  to  ita  produce.  Mononoly,  besides,  is  the 
^eat  enemy  to  good  management,  which  can  never  be  universally  established,  but 
in  consequence  of  that  free  and  universal  competition,  which  forces  everybody  to 
have  recourse  to  it  for  the  sake  of  self-defense.  It  is  not  more  than  50  years  ago  that 
some  of  the  counties  in  the  neighborhood  of  London  petitioned  the  Parliament  against 
the  extension  of  the  turnpike  roads  into  the  remoter  counties.    Those  remoter  coun- 
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tie?,  they  pretended,  from  the  cheapness  of  labor,  would  be  able  to  ^11  th^ir  gtsm 
and  com  cneaper  in  the  London  market  than  themselves,  and  they  would  thereby 
reduce  their  rents  and  ruin  their  cultivation.  Their  renta,  however,  have  risen  and 
their  cultivation  has  been  improved  since  that  time. 

Specimens  of  h  spirit  similar  to  that  which  governed  the  counti^ 
here  spoken  of  present  themselves  too  frequently  to  the  eye  of  an 
impartial  observer,  and  render  it  a  wish  of  patriotism  that  the  body 
in  this  country  in  whose  councils  a  local  or  partial  spirit  is  at  least 
likely  to  preaominate  were  at  liberty  to  pursue  and  promote  the 
general  interest  in  those  instances  in  whicn  there  might  be  danger 
of  the  interference  of  such  a  spirit. 

The  forgoing  are  the  principal  of  the  means  by  which  the  growth 
of  manufactures  is  ordinarily  promoted.  It  is,  however,  not  merely 
necessary  that  the  measures  of  government,  which  have  a  direct  view 
to  manufactures,  should  be  calculated  to  assist  and  protect  them,  but 
that  those  which  only  collaterally  affect  them  in  the  general  course 
of  the  administration  should  be  guarded  from  any  peculiar  tendency  to 
injure  them. 

There  are  certain  species  of  taxes  which  are  apt  to  be  oppressive 
to  different  parts  of  the  community  and,  among  other  ill  effects,  have 
a  very  unfriendly  aspect  toward  manufactures.  All  poll  or  capita- 
tion taxes  are  of  this  nature.  They  either  proceed  according  to  a  fixed 
rate,  which  operates  unequally  and  injuriously  to  the  industrious 
poor,  or  they  vest  a  discretion  in  certain  officers  to  make  estimates 
and  assessments  which  are  necessarily  vague,  conjectural,  and  liable 
to  abuse.  They  ought,  therefore,  to  bo  abstained  from  in  all  but 
cases  of  distressing  emergency. 

^Vll  such  taxes  (inclumng  all  taxes  on  occupations)  which  proceed 
according  to  the  amount  of  capital  supposea  to  be  employed  in  a 
business,  or  of  profits  supposea  to  be  made  in  it,  are  unavoidably 
hurtful  to  industry.  It  is  in  vain  that  the  evil  may  be  endeavored 
to  be  mitigated  bv  leaving  it,  in  the  first  instance,  in  the  option  of  the 
party  to  be  taxecf  to  declare  the  amount  of  his  capital  or  profits. 

Men  engaged  in  any  trade  or  business  have  commonly  weighty  rea- 
sons to  avoid  disclosures  which  would  expose  with  anything  like 
accuracy  the  real  state  of  their  affairs.  They  most  frequently  find 
it  better  to  risk  oppression  than  to  avail  themselves  of  so  inconvenient 
a  refuge,  and  the  consequence  is  that  they  often  suffer  oppression. 

When  the  disclosure,  too,  if  made,  u  not  definitive,  but  controllable 
by  the  discretion  or,  in  other  words,  by  the  passions  and  prejudices 
o?  the  revenue  officers,  it  is  not  only  an  ineffectual  protection,  but  the 
possibility  of  its  being  so  is  an  additional  reason  for  not  resorting  to  it. 

Allowing  to  the  public  officers  the  most  equitable  dispositions,  yet 
where  they  are  to  exercise  a  discretion  without  certam  data  they 
can  not  fail  to  be  often  misled  by  appearances.  The  quantity  of 
business  which  seems  to  be  going  on  is  in  a  vast  number  of  cases  a 
very  deceitful  criterion  of  the  profits  which  are  made;  yet  it  is,  per- 
haps, the  best  they  can  have,  and  it  is  the  one  on  wmch  they  will 
most  naturallv  rely.  A  business,  therefore,  which  may  rather  require 
aid  from  the  Grovemment  than  be  in  a  capacity  to  be  contributory  to 
it  may  find  itself  crushed  by  the  mistaken  conjectures  of  the  assessors 
of  taxes. 

Arbitrary  taxes,  under  which  denomination  are  comprised  all  those 
that  leave  the  quantum  of  the  tax  to  be  raised  on  each  person  to  the 
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discretion  of  certain  ofiicers,  are  as  contraiy  to  the  genios  of  liberty 
as  to  the  maxims  of  industry.  In  this  light  they  have  be^i  viewed 
by  the  most  judicious  observers  on  government,  who  have  bestowed 
upon  them  the  severest  epithets  of  reprobation  as  constituting  one  of 
the  worst  features  usually  to  be  met  with  in  the  practice  of  despotic 
governments. 

It  is  certain  at  least  that  such  taxes  are  particularly  inimical  to  the 
success  of  manufacturing  industry  and  ought  carefully  to  be  avoided 
by  a  government  which  desires  to  promote  it. 

The  great  copiousness  of  the  subject  of  this  report  has  insensibly 
led  to  a  more  lengthy  preliminary  discussion  than  was  originally  con- 
templated or  intended.  It  appeared  proper  to  investigate  principles^ 
to  consider  objections,  and  to  endeavor  to  establish  the  utuity  oi  the 
thing  proposed  to  be  encouraged  previous  to  a  specification  of  the 
objects  wnich  might  occur  as  meriting  or  requiring  encouragement , 
and  of  the  measures  which  might  be  proper  in  respect  to  each.  The 
first  purpose  haying  been  fulfiUed,  it  remains  to  pursue  the  second. 

In  the  selection  of  objects  five  circumstances  seem  entitled  to 
particular  attention.  The  capacity  of  the  country  to  fmrnish  the 
raw  material;  the  degree  in  which  the  nature  of  the  manufacture 
admits  of  a  substitute  for  manual  labor  in  machinery;  the  facility  of 
execution;  the  extensiveness  of  the  uses  to  which  the  article  can  be 
apphed;  its  subserviency  to  otl^.er  interests,  particularly  tlie  great 
one  of  national  defense.  There  are,  however,  objects  to  which  tliese 
circumstances  are  little  applicable,  which,  for  some  special  reasons,, 
may  have  a  claim  to  encouragement. 

I'hc  designation  of  the  principal  raw  material  of  which  each  manu- 
facture is  composed  will  serve  to  introduce  the  remarks  upon  it ;  as^ 
in  the  first  place — 

IRON. 

The  manufactures  of  this  article  are  entitled  to  preeminent  rank. 
None  are  more  essential  in  their  kinds,  nor  so  extensive  in  tlieir  uses. 
They  constitute  in  whole  or  in  part  the  implements  or  the  materials^ 
or  both,  of  almost  every  useful  occupation.  Their  instrumentality  is 
everywliere  conspicuous. 

It  is  fortunate  for  the  United  States  that  they  have  peculiar  advan- 
tages for  deriving  the  full  benefit  of  tliis  most  valuable  materiaL  and 
they  have  every  motive  to  improve  it  with  systematic  care.  It  is  to 
be  found  in  various  parts  of  tne  United  States,  in  great  abundance, 
and  of  almost  every  quality;  and  fuel,  th.e  cliief  instrument  in  manu- 
facturing it,  is  both  cheap  and  plenty.  This  particularly  appUes  to 
charcoal;  but  th.ere  are  productive  coal  mines  already  in  operation, 
and  strong  indications  that  the  material  is  to  be  found  in  abundance 
in  a  variety  of  other  fjlaces. 

The  inquiries  to  which  the  subject  of  this  report  has  led  have  been 
answered  with  proofs  that  manufactories  of  iron,  though  generally 
understood  to  be  extensive,  are  far  more  so  than  is  commonly  sup- 
posed. The  kinds  in  which  the  greatest  progress  has  been  made  have 
been  mentioned  in  another  place  and  need  not  be  repeated;  but  there 
is  Uttle  doubt  that  every  other  kind  with  due  cultivation  wiU  rapidly 
succeed.  It  is  worthy  of  remark  that  several  of  the  particular  trades 
of  which  it  is  the  basis  are  capable  of  being  carried  on  without  the  aid 
of  large  capital. 
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Iron  works  have  greatly  increased  in  the  United  States  and  are 
prosecuted  with  muwi  more  advantage  than  formerly.  The  average 
price  before  the  Revolution  was  about  $64  per  ton;  at  present  it  is 
about  $80 — a  rise  which  is  chiefly  to  be  attributed  to  the  increase  of 
manufactures  of  the  material. 

The  still  further  extension  and  multiplication  of  such  manufactures 
will  have  the  double  effect  of  promoting  the  extraction  of  the  metat 
itself  and  of  converting  it  to  a  greater  number  of  profitable  purposes. 

Those  manufactures,  too,  unite  in  a  greater  degree  than  almost 
any  others  the  several  reauisites  which  have  been  mentioned  as  proper 
to  be  consulted  in  the  selection  of  objects. 

The  only  further  encouragement  of  manufactories  of  this  article, 
the  propriety  of  which  may  be  considered  as  unquestionable,  seems 
to  be  an  increase  of  the  duties  on  foreign  rival  commodities. 

Steel  is  a  branch  which  has  akeady  made  a  considerable  progress, 
and  it  is  ascertained  that  some  new  enterprises  on  a  more  extensive 
scale  have  been  lately  set  on  foot.  The  facility  of  carrying  it  to  an 
extent  wh^ch  will  supply  all  internal  demands  and  furnish  a  con- 
siderable surplus  for  exportation  can  not  be  doubted.  The  duty 
upon  the  importation  oi  this  article,  which  is  at  present  75  cent? 
per  hundredweight,  may,  it  is  conceived,  be  safelv  and  advanta- 
geously extended  to  100  cents.  It  is  desirable  by  decisive  arrange- 
ments to  second  the  efforts  which  are  making  in  so  veiy  valuable 
a  branch. 

The  United  States  already,  in  a  s:reat  measure,  supply  themselves 
with  nails  and  spikes.  They  are  able  and  ought  certamly  to  do  it 
entirely.  The  mst  and  most  laborious  operation  in  this  manufac- 
ture is  performed  by  water  mills,  and  of  the  persons  afterwards 
employed,  a  great  proportion  are  boys,  whose  early  habits  of  industry 
are  of  importsmce  to  the  commimity,  to  the  present  support  of  thenr 
families,  and  to  their  own  future  comfort.  It  ia  not  less  curious 
than  true  that,  in  certain  parts  of  the  country,  the  making  of  nails 
is  an  occasional  family  manufacture.  The  expediency  of  an  addi- 
tional duty  on  these  articles  is  indicated  by  an  important  fact. 
About  1,800,000  pounds  of  them  were  imported  into  the  United 
States  in  the  course  of  a  year  ending  the  30th  of  September,  1790. 
A  duty  of  2  cents  per  poimd  would,  it  is  presumable,  speedily  put 
an  end  to  so  considerable  an  importation.  And  it  is  in  every  view 
proper  that  an  end  should  be  put  to  it. 

The  manufacture  of  these  articles,  like  that  of  some  others,  suf- 
fers from  the  carelessness  and  dishonesty  of  a  part  of  those  who 
carry  it  on.  An  inspection  in  certain  cases  mignt  tend  to  correct 
the  evil.  It  win  deserve  consideration  whether  a  regulation  of  this 
sort  can  not  be  applied  without  inconvenience  to  the  exportation 
of  the  articles  either  to  foreign  countries  or  from  one  State  to  another: 

The  implements  of  husbandry  are  made  in  several  States  in  ^eat 
abundance.  In  manv  places  it  is  done  by  the  common  blacksmiths. 
And  there  is  no  dou&t  that  an  ample  supply  for  the  whole  country 
can  witlTgreat  ease  be  procured  among  ourselves. 

Various  kinds  of  edged  tools  for  the  use  of  mechanics  are  also 
made,  and  a  considerable  quantity  of  hollow  wares,  though  the 
business  of  castings  has  not  jet  attained  the  perfection  which  might 
be  wished.  It  is,  however,  unproving,  and  as  there  are  respectable 
capitals,   in  good  hands,   embarked  in  the  prosecution  of  those 
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branches  of  iron  manufactories,  which  are  yet  in  their  infancy,  they 
may  all  be  contemplated  as  objects  not  dimcult  to  be  acquired. 

To  insure  the  end,  it  seems  equally  safe  and  prudent  to  extend 
the  duty,  ad  valorem,  upon  all  manufactures  of  iron,  or  of  which  iron 
is  the  article  of  chief  value,  to  10  per  cent. 

Firearms  and  other  military  weapons  may,  it  is  conceived,  be 
placed,  without  inconvenience,  m  the  class  of  articles  rated  at  15  per 
cent.  There  are  already  manufactories  of  these  articles  which  only 
require  the  stimulus  of  a  certain  demand  to  render  tixem  adequate 
to  the  supply  of  the  United  States. 

It  would  also  be  a  material  aid  to  manufactures  of  this  nature, 
as  well  as  a  means  of  public  security,  if  provision  should  be  made  for 
an  annual  purchase  of  military  weapons  of  home  manufacture  to  a 
certain  determinate  extent,  in  order  to  the  formation  of  arsenals, 
and  to  replace  from  time  to  time  such  as  should  be  withdrawn  for 
use,  so  as  always  to  have  in  store  the  quantity  of  each  kind  which 
should  be  deemed  a  competent  supply. 

But  it  may  hereafter  deserve  legislative  consideration,  whether 
manufactories  of  all  the  necessary  weapons  of  war  ought  not  to  be 
established,  on  accoimt  of  the  (xovemment  itself.  Such  establish- 
ments are  agreeable  to  the  usual  practice  of  nations,  and  that 
practice  seems  founded  on  sufficient  reason. 

There  appears  to  be  an  improvidence  in  leaving  these  essential 
instrimients  of  national  defense  to  the  casual  speculation  oi  indi- 
vidual adventure — a  resource  which  can  less  be  relied  upon  in  this 
case  than  in  most  others,  the  articles  in  question  not  bemg  objects 
of  ordinary  and  indispensable  private  consumption  or  use.  As  a 
general  rule,  manufactories  on  the  immediate  account  of  govern- 
ment are  to  be  avoided;  but  this  seems  to  be  one  of  the  lew  excep- 
tions which  that  rule  admits,  depending  on  very  special  reasons. 

Manufactures  of  steel,  generally,  or  of  which  steel  is  the  article  of 
chief  value,  may  "with,  advantage  be  placed  in  the  class  of  goods 
rated  at  7^  per  cent.  As  manufactures  ot  this  kind  have  not  yet 
made  any  considerable  progress,  it  is  a  reason  for  not  rating  thenuas 
high  as  tnose  of  iron;  but  as  this  material  is  the  basis  of  ULem,  and 
as  their  extension  is  not  less  practicable  than  important,  it  is  desira- 
ble to  promote  it  by  a  somewhat  higher  duty  than  the  present. 

A  question  arises,  how  far  it  might  be  expedient  to  permit  the 
importation  of  iron,  in  pigs  and  bars,  free  from  duty.  It  would 
certainly  be  favorable  to  manufactures  of  this  article;  but  thq  doubt 
is,  whether  it  might  not  interfere  with  its  production. 

Two  circumstances,  however,  abate,  if  they  do  not  remove  appre- 
hension, on  this  score;  one  is  the  considerable  increase  of  price 
which  has  been  already  remarked,  and  which  renders  it  probable 
that  the  free  admission  of  foreign  iron  would  not  be  inconsistent 
with  an  adequate  profit  to  the  proprietors  of  iron  works;  the  other  is 
the  augmentation  of  demand  which  would  be  likely  to  attend  the 
increase  of  manufactures  of  the  article,  in  consequence  of  the  addi* 
tionai  encouragements  proposed  to  be  given.  But  cautioB,  never- 
theless, in  a  matter  of  this  kind  is  most  advisable.  The  measure 
suggested  ought,  perhaps,  rather  to  be  contemplated  subject  to  the 
Ughts  of  further  experience  than  immediately  adopted. 
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its  importance  to  navigation,  as  an  immense  article  of  transportation 
coastwise,  is  signally  exempufied  in  Great  Britain. 

It  is  known  that  there  are  several  coal  mines  in  Virginia  now 
worked,  and  appearances  of  their  existence  are  familiar  in  a  number 
of  places. 

The  expediency  of  a  boimty  on  all  this  species  of  coal  of  home 
production,  and  of  premiimis  on  the  opening  of  new  mines  under  cer- 
tain qualifications,  appears  to  be  worthv  of  particular  examination. 
The  ^eat  importance  of  the  article  will  amply  justify  a  reasonable 
expense  in  this  way,  if  it  shall  appear  to  be  necessary  to  and  shall  be 
thought  likely  to  answer  the  end. 

WOOD. 

Several  manufactures  of  this  article  flourish  in  the  United  States. 
Ships  are  nowhere  built  in  greater  perfection,  and  cabinet  wares  gen- 
erally are  made  little,  if  at  all,  interior  to  tnose  of  Europe.  l%eir 
extent  is  such  as  to  have  admitted  of  considerable  exportation. 

An  exemption  from  duty  of  the  several  kinds  of  wood  ordinarily 
used  in  these  manufactures  seems  to  be  all  that  is  requisite  by  wa^  of 
encouragement.  It  is  reconunended  by  the  consideration  of  a  similar 
policy  being  pursued  in  other  countries  and  bj  the  expediencv  of 
giving  equal  advantages  to  our  own  workmen  m  wood.  The  abun- 
dance of  timber  proper  for  shipbuilding  in  the  United  States  does  not 
appear  to  be  any  objection  to  it.  The  increasing  scarcity  and  grow- 
ing importance  of  tnat  article  in  the  European  countries  admonish 
the  United  States  to  commence  and  systematically  to  pursue  meas- 
ures for  the  preservation  of  their  stock.  Whatever  may  promote 
the  regular  establishment  of  magazines  of  ship  timber  is  in  various 
views  desirable. 

SKINS. 

There  are  scarcely  any  manufactures  of  greater  importance  than  of 
this  article.  Their  direct  and  very  happy  influence  upon  agricul- 
ture, by  promoting  the  raising  of  cattle  of  different  kinds,  is  a  very 
material  recommendation. 

It  is  pleasing,  too,  to  observe  the  extensive  progress  they  have  made 
in  their  principal  branches,  which  are  so  far  matured  as  almost  to  defy 
foreign  competition.  Tanneries,  in  particular,  are  not  only  carried 
on  as  a  regiuar  business  in  numerous  instances  and  in  various  parts 
of  the  country,  but  they  constitute  in  some  places  a  valuable  item  of 
incidental  family  manufactures. 

Representations,  however,  have  been  made,  importing  the  expedi- 
ency of  further  encouragement  to  the  leather  branch  m  two  ways: 
One  by  increasing  the  duty  on  the  manufactures  of  it  which  are 
imported;  the  other  by  prohibiting  the  exportation  of  bark.  In  sup- 
port of  the  latter  it  is  alleged  that  the  price  of  bark,  chiefly  in  con- 
sequence of  large  exportations,  has  risen  within  a  few  years  from 
about  three  dollars  to  four  and  a  half  per  cord. 

These  suggestions  are  submitted  ratner  as  intimations  which  merit 
consideration  than  as  matters  the  propriety  of  which  is  manifest.  It 
is  not  clear  that  an  increase  of  duty  is  necessary;  and  in  regard  to 
the  prohibition  desired  there  is  no  evidence  of  any  considerable 
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exportation  hitherto,  and  it  is  most  probable  that,  whatever  augmen- 
tation of  price  may  nave  taken  place,  is  to  be  attributed  to  an  exten- 
sion of  the  home  demand,  from  the  increase  of  manufactures,  and  to 
a  decrease  of  the  supply,  in  conseqeunce  of  the  progress  of  settlement, 
rather  than  to  the  Quantities  which  have  been  exported. 

It  is  mentioned,  nowever,  as  an  additional  reason  for  the  prohibi- 
tion that  one  species  of  the  bark  usually  exported  is  in  some  sort 
fieculiar  to  the  country,  and  the  material  of  a  very  valuable  dye,  of 
great  use  in  some  other  manufactures  in  which  the  United  States  have 
begun  a  competition. 

There  may  also  be  this  argument  in  favor  of  an  increase  of  duty. 
The  object  is  of  importance  enough  to  claim  decisive  encouragement, 
and  the  progress  wiiich  has  been  made  leaves  no  room  to  apprehend 
any  inconvenience  on  the  score  of  supply  from  such  an  increase. 

It  would  be  of  benefit  to  this  branch  if  glue,  which  is  now  rated  at 
5  per  cent,  were  made  the  object  of  an  excluding  duty.  It  is  already 
made  in  large  quantities  at  various  tanneries  and,  like  paper,  is  an 
entire  economy  of  materials  which  if  not  manufactured  would  be 
left  to  perish.  It  may  be  placed  with  advantage  in  the  class  of 
articles  paying  15  per  cent. 

GRAIN. 

Manufactures  of  the  several  species  of  this  article  have  a  title  to 
peculiar  favor,  not  only  because  they  are,  most  of  them,  immediately 
connected  with  the  subsistence  of  the  citizens,  but  because  they  enlarge 
the  demand  for  the  most  precious  products  of  the  soil. 

Though  flour  may,  with  propriety,  be  noticed  as  a  manufacture  of 
grain,  it  were  useless  to  do  it  out  for  the  purpose  of  submitting  the 
expediency  of  a  general  system  of  inspection  throughout  the  ports  of 
the  Unitea  States  which,  if  established  upon  proper  principles,  would 
be  likely  to  improve  the  quaUty  of  our  nour  everywnere  and  to  raise 
its  reputation  in  foreign  markets.  There  are,  however,  considerations 
which  stand  in  the  way  of  such  an  arrangement. 

Ardent  spirits  and  malt  liquors  are,  next  to  flour,  the  two  principal 
manufactures  of  grain.  The  first  has  made  a  very  extensive,  the  last 
a  considerable  progress  in  the  United  States.  In  respect  to  both,  an 
exclusive  possession  of  the  home  market  ought  to  be  secured  to  the 
domestic  manufacturers  as  fast  as  circumstances  will  admit.  Noth- 
ingis  more  practicable  and  nothing  more  desirable. 

The  existing  laws  of  the  United  States  have  done  much  toward 
attaining  this  valuable  object;  but  some  additions  to  the  present 
duties  on  foreign  distilled  spirits  and  forei^  malt  liquors,  and  perhaps 
an  abatement  of  those  on  nome-made  spirits,  would  more  effectually 
secure  it,  and  there  does  not  occur  any  very  weighty  objection  to 
either. 

An  augmentation  of  the  duties  on  imported  spirits  would  favor  as 
well  the  distillation  of  spirits  from  molasses  as  that  from  grain.  And 
to  secure  to  the  Nation  the  benefit  of  a  manufacture,  even  of  foreign 
materials,  is  always  of  great  though  perhaps  of  secondary  importance. 

A  strong  impression  prevails  in  the  minds  of  those  concerned  in 
distilleries  (including,  too,  the  most  candid  and  enlightened)  that 
greater  differences  in  the  rates  of  duty  on  foreign  and  domestic  spirit* 
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are  necessary  completely  to  secure  the  successful  manufacture  of  the 
latter,  and  there  are  facts  which  entitle  this  impression  to  attention. 

It  is  known  that  the  price  of  molasses  for  some  yearo  past  has  beea 
successively  rising  in  the  West  India  markets^  owing  partly  to  a  oom- 
petition  which  did  not  formerly  exist  and  partly  to  an  extension  of 
demand  in  this  country,  and  it  is  evident  that  the  late  disturbances 
in  those  islands,  from  which  we  draw  our  principal  supply,  must  so 
far  interfere  with  the  production  of  the  article  as  to  occasion  a  mate- 
rial enhancement  of  price.  The  destruction  and  devastation  attend* 
ant  on  the  insurrection  in  Hispaniola  in  particular  must  not  onl^ 
contribute  very  much  to  that  enect,  but  may  be  expected  to  give  it 
some  duration.  These  circumstance  and  tKe  duty  of  3  cents  per 
gallon  on  molasses  may  render  it  difficult  for  the  distilleis  of  toat 
material  to  maintain  with  adeauate  profit  a  competition  with  the 
rum  brought  from  the  West  Indies,  the  quality  of  which  is  so  con* 
siderably  superior. 

The  consumption  of  geneva,  or  gin,  in  this  country  is  extensive. 
It  is  not  long  since  distilleries  of  it  nave  grown  up  among  us  to  any 
importance.  They  are  now  becoming  of  consequence,  but  being 
still  in  their  infancy  they  require  protection. 

It  is  represented  that  the  price  of  some  of  the  materials  is  greater 
here  than  in  Holland,  from  which  place  large  Quantities  are  brought; 
the  price  of  labor  considerably  greater;  capitals  engaged  in  the  busi- 
ness there  much  larger  than  those  whicn  are  employed  here;  the 
rate  of  profits  at  which  the  undertakers  can  afford  to  carry  it  on, 
much  less;  the  prejudices  in  favor  of  imported  gin,  strong.  These 
circumstances  are  alleged  to  outweigh  the  charges  which  attend  the 
bringing  of  the  article  from  Europe  to  the  United  States,  and  the 
present  difference  of  duty,  so  as  to  obstruct  the  prosecution  of  the 
manufacture  with  due  advantage. 

Experiment  could,  perhaps,  alone  decide  with  certainty  the  just- 
ness of  the  suggestions  which  are  made;  but,  in  relation  to  branches 
of  manufacture  so  important,  it  would  seem  expedient  to  hazard 
an  unfavorable  issue,  and  better  to  err  on  the  side  of  too  great  than  of 
too  small  a  difference  in  the  particular  in  question. 

It  is  therefore  submitted  that  an  addition  of  2  cents  per  gallon 
be  made  to  the  duty  on  imported  spirits  of  the  first  class  of  proof,  with 
a  proportionable  increase  on  those  of  higher  proof;  and  that  a  mluo- 
tion  of  1  cent  per  gallon  be  made  from  the  duty  on  spirits  distilled 
within  the  United  States,  beginning  with  the  first  class  of  proof,  and 
a  proportionable  deduction  from  the  duty  on  those  of  higher  proof. 

It  is  ascertained  that  by  far  the  greatest  part  of  the  malt  liquor 
consumed  in  the  United  States  are  the  produce  of  domestic  breweries. 
It  is  desirable,  and  in  all  likelihood  attainable,  that  the  whole  con* 
sumption  should  be  supplied  by  ourselves. 

The  malt  liquors  at  home,  though  inferior  to  the  best,  are  eoual 
to  a  great  part  of  those  which  have  been  usually  imported.  Tte 
progress  already  made  is  an  earnest  of  what  may  be  accomplished. 
The  growing  competition  is  an  assurance  of  improvement.  This  will 
be  accelerated  by  measures  tending  to  invite  a  greater  capital  into  this 
channel  of  employment. 

To  render  tne  encouragement  of  domestic  breweries  decisive  it  may 
be  advisable  to  substitute  to  the  present  rates  of  duty  8  cents  per 
gallon,  generally;  and  it  will  deserve  to  be  considered  as  a  guard 
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against  evasions,  whether  there  ought  not  to  be  a  prohibition  of  their 
importation  except  in  casks  of  considerable  capacity.  It  is  to  be 
hoped  that  such  a  duty  would  banish  from  the  market  foreign  malt 
liquors  of  inferior  quahty,  and  that  the  best  kind  only  would  continue 
to  be  imported,  till  it  should  be  supplanted  by  the  eflForts  of  equal 
skill  or  care  at  nome. 

Till  that  period  the  importation,  so  qualified,  would  be  a  useful 
stimulus  to  unprovement,  and  in  the  meantime  the  paj^ment  of  the 
increased  price  for  the  enjoyment  of  a  luxury  in  order  to  the  encour- 
agement of  a  most  useful  branch  of  domestic  industry  could  not  rear 
sonably  be  deemed  a  hardship. 

As  a  further  aid  to  manufactures  of  grains,  though  upon  a  smaller 
scale,  the  articles  of  starch,  hair  powder,  and  wafers  may  with  great 
propriety  be  placed  among  those  which  are  rated  at  15  per  cent.  No 
manufactures  are  more  simple  nor  more  completely  within  the  reach 
of  a  full  supply  from  domestic  sources;  and  it  is  a  poUcy  as  common 
as  it  is  obvious  to  make  them  the  objects  either  of  prohibitionary 
duties  or  of  express  prohibition. 

FLAX  AND  HEMP. 

Manufactures  of  these  articles  have  so  much  affinity  to  each  other, 
and  they  are  so  often  blended,  that  they  may  with  advantage  be  con- 
sidered in  conjunction.  The  importance  of  the  linen  branch  to  a^- 
culture,  its  precious  effects  upon  household  industry,  the  ease  with 
which  the  materials  can  be  produced  at  home  to  any  requisite  extent, 
the  great  advances  which  have  been  already  made  m  the  coarser  fab- 
rics of  them,  especially  in  the  family  way,  constitute  claims  of  peculiar 
force  to  the  patronage  of  Government. 

This  patronage  may  be  afforded  in  various  ways — by  promoting  the 
growth  of  the  materials,  by  increasing  the  impedimcQts  to  an  aovan- 
tageous  competition  of  rival  foreign  articles,  and  by  direct  bounties 
or  premiums  upon  the  home  manufactures. 

First.  As  to  promoting  the  growth  of  the  materials. 

In  respect  to  hemp,  something  has  been  already  done  by  the  high 
duty  upon  foreign  hemp.  If  the  facilities  for  domestic  production 
were  not  unusually  great,  the  policv  of  the  duty  on  the  foreign  raw 
material  would  be  highly  questionaole  as  interfering  with  the  growth 
or  manufactures  of  it.  But  making  the  proper  allowances  for  those 
facilities  and  with  an  eye  to  the  future  ana  natural  progress  of  the 
country  the  measure  does  not  appear,  upon  the  whole,  exceptionable. 

A  strong  wish  naturally  suggests  itself  that  some  method  could 
be  devised  of  affording  a  more  direct  encouragement  to  the  growth 
both  of  flax  and  hemp,  such  as  would  be  effectual  and  at  the  same 
time  not  attended  with  too  great  inconveniences.  To  this  end 
bounties  and  premiums  offer  themselves  to  consideration,  but  no 
modification  of  them  has  yet  occurred  which  would  not  either 
hazard  too  much  expense  or  operate  unequally  in  reference  to  the 
circumstances  of  different  parts  of  the  Union,  and  which  would  not 
be  attended  with  very  great  difliculties  in  the  execution. 

Secondly.  As  to  increasing  the  impediments  to  an  advantageous 
competition  of  rival  foreign  articles. 
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To  this  purpose  an  augmentation  of  the  duties  on  iniDortAtion  is 
the  obvious  expedient  wnich  in  regard  to  certain  articles  appears 
to  be  reconunended  bv  sufFicient  reasons. 

The  principal  of  tnese  articles  is  sailcloth,  one  intimately  con- 
nected with  navigation  and  defense,  and  of  which  a  flourishing 
manufactory  is  established  at  Boston  and  very  promising  ones  at 
several  other  places. 

It  is  presumed  to  be  both  safe  and  advisable  to  place  this  in  the 
class  of  articles  rated  at  10  per  cent.  A  strong  reason  for  it  results 
from  the  consideration  that  a  bounty  of  2  pence  sterling  j>er  ell 
is  allowed  in  Great  Britain  upon  the  exportation  of  the  sailcloth 
manufactured  in  that  Kingdom. 

It  would  likewise  appear  to  be  good  policy  to  raise  the  duty  to 
7i  per  cent  on  the  following  articles:  Drillings,  osnaburgs,  tidden- 
burgs,  dowlas,  canvas,  brown  rolls,  bagging,  and  upon  all  other 
linens  the  first  cost  of  which  at  the  place  of  exportation  does  not 
exceed  35  cents  per  yard.  A  bounty  of  12^  per  cent  upon  an  aver- 
age on  the  exportation  of  such  or  similar  linens  from  Great  Britain 
encourages  the  manufacture  of  them  in  that  country  and  increases 
the  obstacles  to  a  successful  competition  in  the  countries  to  which 
they  are  sent. 

The  quantities  of  tow  and  other  household  linens  manufactured 
in  different  parts  of  the  United  States  and  the  expectations  which 
are  derived  from  some  late  experiments  of  being  able  to  extend 
the  use  of  labor-saving  machines  in  the  coarser  fabrics  of  linen 
obviate  the  danger  of  mconvenience  from  an  increase  of  the  duty 
upon  such  articles  and  authorize  a  hope  of  speedy  and  complete 
success  to  the  endeavors  which  may  be  used  for  procuring  an  internal 
supply. 

Thirdly.  As  to  direct  bounties  or  premiums  upon  the  manufactured 
articles. 

To  afford  more  effectual  encouragement  to  the  manufacture  and 
at  the  same  time  to  promote  the  cheapness  of  the  article,  for  the 
benefit  of  navigation,  it  will  be  of  great  use  to  allow  a  bountv  of  2 
cent^  per  yard  on  all  sailcloth  which  is  made  in  the  United  States 
from  materials  of  their  own  growth.  Tbis  would  also  assist  the  culture 
of  those  materials.  An  encouragement  of  this  kind,  if  adopted, 
ought  to  be  established  for  a  moderate  term  of  years,  to  invite  to  new 
undertakings  and  to  an  extension  of  the  old.  This  is  an  article  of 
importance  enough  to  warrant  the  employment  of  extraordinary 
means  in  its  favor. 

COTTON. 

There  is  something  in  the  texture  of  this  material  which  adapts  it 
in  a  peculiar  degree  to  the  application  of  machines.  The  signal 
\i(ili(y  of  the  mill  for  spinning  oi  cotton,  not  long  since  invented  in 
Knjrbuid,  has  been  noticed  in  another  place;  but  there  are  other 
inrtolunes,  scarcely  inferior  in  utility,  which,  in  the  diflFerent  manu> 
frtotorios  of  this  article,  are  employed,  either  exclusively  or  with 
\\\\^xv  than  ordinary  effect.  Tnis  very  important  circumstance 
txvoiuiueuds  the  fabrics  of  cotton  in  a  more  particular  manner  to  a 
ooxuUrv  in  which  a  defect  of  hands  constitutes  the  greatest  obstacle 
to  suooenj*. 
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The  variety  and  extent  of  the  uses  to  which  the  manufactures  of 
this  article  are  applicable  is  another  powerful  argument  in  their 
favor. 

And  the  faculty  of  the  United  States  to  produce  the  raw  material 
in  abundance,  and  of  a  quality  which,  thougn  alleged  to  be  inferior  to 
some  that  is  produced  in  other  quarters,  is  nevertheless  capable  of 
being  used  with  advantage  in  many  fabrics  and  is  probably  suscep- 
tible of  being  carried  by  a  more  experienced  culture  to  mucn  greater 
perfection,  suggests  an  additional  and  a  very  cogent  inducement  to 
the  vigorous  pursuit  of  the  cotton  branch  in  its  several  subdivisions. 

How  much  has  been  already  done  has  been  stated  in  a  preceding 
part  of  this  report. 

In  addition  to  this,  it  may  be  annoimced  that  a  society  is  forming 
with  a  caoital  which  is  expected  to  be  extended  to  at  least  half  a 
million  dollars,  on  behalf  ol  which  measures  are  already  in  train  for 
prosecuting  on  a  large  scale  the  making  and  printing  of  cotton  goods. 

These  circumstances  conspire  to  indicate  tne  expediency  of  remov- 
ing any  obstructions  which  may  happen  to  exist  to  the  advantageous 
prosecution  of  the  manufactories  m  question  and  of  adding  such 
encouragements  as  may  appear  necessary  and  proper. 

The  present  duty  of  3  cents  per  pound  on  the  foreign  raw  material 
is  imdoubtedly  a  very  serious  impediment  to  the  progress  of  those 
manufactories. 

The  injurious  tendency  of  similar  duties,  either  prior  to  the  estab- 
lishment or  in  the  infancy  of  the  domestic  manufacture  of  the 
article,  as  it  regards  the  manufacture,  and  their  worse  than  inutility 
in  relation  to  the  home  production  of  the  material  itself,  have  been 
anticipated,  particularly  in  discussing  the  subject  of  pecuniary 
bounties. 

Cotton  has  not  the  same  pretensions  with  hemp  to  form  an  ex- 
ception to  the  general  rule. 

Aot  being  lute  hemp,  an  xmiversal  production  of  the  country,  it 
affords  less  assurance  of  an  adequate  mternal  supply;  but  the  chief 
objection  arises  from  the  doubts  which  are  entertamed  concerning 
the  quality  of  the  national  cotton.  It  is  alleged  that  the  fiber  of  it 
is  considerably  shorter  and  weaker  than  that  of  some  other  places; 
and  it  has  been  observed,  as  a  general  rule,  that  the  nearer  the  ^ace 
of  growth  to  the  equator  the  better  the  quality  of  the  cotton.  That 
which  comes  from  Cayenne,  Surinam,  and  Demarara,  is  said  to  be 
preferable,  even  at  a  material  difference  of  price,  to  the  cotton  of  the 
islands. 

While  a  hope  may  reasonably  be  indulged  that  with  due  care  and 
attention  the  national  cotton  may  be  made  to  approach  nearer  than 
it  now  does  to  that  of  regions  somewhat  more  favored  by  climate,  and 
while  facts  authorize  an  opinion  that  very  great  use  inay  be  made  of  it, 
and  that  it  is  a  resource  which  gives  greater  security  to  the  cotton 
fabrics  of  this  country  than  can  be  enjoyed  by  any  which  depends 
wholly  on  external  supply,  it  will  certainly  be  wise,  in  every  view, 
to  let  our  infant  manufactures  have  the  full  benefit  of  the  best  naa- 
ieriala  on  the  cheapest  terms.  It  is  obvious  that  the  necessity 
of  having  such  materials  is  proportioned  to  the  unskillfulness  and 
inexperience  of  the  workmen  employed,  who,  if  inexpert,  will  not 
fail  to  commit  great  waste  where  tne  materials  they  are  to  work  with 
are  of  an  indifferent  kind. 
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To  secure  to  the  national  manufacturers  so  essential  an  adyantage, 
a  repeal  of  the  present  duty  on  imported  cotton  is  indispensable. 

A  substitute  lor  this,  far  more  encoxiraging  to  domestic  production* 
will  be  to  grant  a  bounty  on  the  national  cotton  when  wrought  at  a 
home  manufactory,  to  which  a  boimty  on  the  exportation  of  it  may 
be  added.  Either,  or  both,  would  do  much  more  toward  promoting 
the  growth  of  the  article  than  the  merely  nominal  encouragement 
which  it  is  proposed  to  abolish.  The  first  would  also  have  a  direct 
influence  in  encouraging  the  manufacture. 

The  bounty  which  has  been  mentioned  as  existing  in  Great 
Britain,  upon  the  exportation  of  coarse  linens  not  exceeding  a  certain 
value,  applies  also  to  certain  descriptions  of  cotton  goods  of  similar 
value. 

This  furnishes  an  additional  argument  for  allowing  to  the  national 
manufactures  the  species  of  encouragement  just  suggested,  and, 
indeed,  for  adding  some  other  aid. 

One  cent  per  yard,  not  less  than  of  a  ^ven  width,  on  all  goods  of 
cotton,  or  oi  cotton  and  linen  mixed,  which  are  manufactured  in  the 
United  States,  with  the  addition  of  1  cent  per  poimd  weight  of  the 
material,  if  made  oi  national  cotton,  would  amount  to  an  aid  of  con- 
siderable importance  both  to  the  production  and  to  the  manufacture 
of  that  valuable  article.  And  it  is  conceived  that  the  expense  would 
be  well  justified  by  the  magnitude  of  the  object. 

The  printing  and  staining  of  cotton  goods  is  known  to  be  a  distinct 
business  from  the  fabrication  of  them.  It  is  one  easily  accomplished 
and  which,  as  it  adds  materially  to  the  value  of  the  article  in  its 
white  state  and  prepares  it  for  a  variety  of  new  uses,  is  of  importance 
to  be  promoted. 

As  imported  cottons,  equally  with  those  which  are  made  at  home, 
may  be  the  objects  of  this  manufacture,  it  will  merit  consideration 
whether  the  whole  or  a  part  of  the  duty  on  the  white  goods  ought 
not  to  be  aUowed  to  be  drawn  back  in  favor  of  those  who  print  or 
stain  them.  This  measure  would  certainly  operate  as  a  powerful 
encouragement  to  the  business,  and  though  it  may  in  a  degree  coim- 
teract  the  original  fabrication  of  the  articles  it  would  probably  more 
than  compensate  for  this  disadvantage  in  the  rapid  growth  of  a  col- 
lateral branch  which  is  of  a  nature  sooner  to  attain  to  maturity. 
When  a  sufficient  progress  shall  have  been  made  the  drawback  may 
be  abrogated,  and  by  that  time  the  domestic  supply  of  the  articles 
to  be  printed  or  stained  will  have  been  extended. 

If  tne  duty  of  7^  per  cent  on  certain  kinds  of  cotton  goods  were 
extended  to  all  goods  of  cotton,  or  of  which  it  is  the  principal  material, 
it  would  probably  more  than  counterbalance  the  effect  of  the  draw- 
back proposed  iii  relation  to  the  fabrication  ot  the  article,  and  no 
material  objection  occurs  to  such  an  extension.  The  duty,  theJi^ 
considering  all  the  circumstances  which  attend  goods  of  this  descrip- 
tion, coulclnot  be  deemed  inconveniently  high,  and  it  may  be  inferred 
from  various  causes  that  the  prices  of  them  would  still  continue 
moderate. 

Manufactories  of  cotton  goods  not  long  since  established  at 
Beverly,  in  Massachusetts,  and  at  Providence,  in  the  State  of  Rhode 
Island*  and  conducted  with  a  ])ersovornnco  corres}>onding  with  the 
patriotic  motives  which  began  thoin.  seem  to  have  overcome  the 
first  obstacles  to  success,  producing  corduroys,  velverets,  fustians^ 
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jeans,  and  other  similar  articles  of  a  quality  which  will  bear  a  com- 

garison  with  the  like  articles  brought  irom  Manchester.  The  one  at 
'rovidenee  has  the  merit  of  being  the  first  introducing  into  the 
United  States  the  celebrated  cotton  mill  which  not  only  furnishes 
xnat-erials  for  that  manufactory  itself  but  for  the  supply  of  private 
families  for  household  manufacture. 

Other  manufactories  of  the  same  material  as  regular  businesses 
have  also  begun  at  different  places  in  the  State  of  Connecticut,  but 
all  upon  a  smaller  scale  than  those  above  mentioned.  Some  essays 
are  also  making  in  the  printing  and  staining  of  cotton  goods.  There 
are  several  smdQ  estabushments  of  this  kind  already  on  foot. 

WOOL. 

In  a  country  the  climate  of  which  partakes  of  so  considerable  a 
proportion  of  winter  as  that  of  a  great  part  of  the  United  States 
the  woolen  branch  can  not  be  regarded  as  inferior  to  any  which 
relates  to  the  clothing  of  the  inhabitants. 

Household  manufactures  of  this  material  are  carried  on  in  differ- 
ent parts  of  the  United  States  to  a  very  interesting  extent;  but 
there  is  only  one  branch  which  as  a  regular  business  can  be  said  to 
have  acquired  maturity.    This  is  the  making  of  hats. 

Hats  of  wool  and  o/^wool  mixed  with  fur  are  made  in  large  quan- 
tities in  different  States,  and  nothing  seems  wanting  but  an  ade- 
quate supply  of  material  to  render  the  manufacture  commensu- 
rate with  the  demand. 

A  promising  essay  towards  the  fabrication  of  cloths,  cassimeres,  and 
other  woolen  goods  is  likewise  going  on  at  Hartford,  in  Connecticut. 
Specimens  of  Qie  different  kinds  which  are  made,  in  the  possession  of 
the  Secretary,  evince  that  these  fabrics  have  attained  a  very  consider- 
able degree  of  perfection.  Their  quality  certainly  surpasses  anything 
that  could  have  been  looked  for  m  so  short  a  time  and  under  such 
great  disadvantages,  and  conspires  with  the  scantiness  of  the  means 
which  have  been  at  the  command  of  the  directors  to  form  the  eulogium 
of  that  pubKc  spirit,  perseverance,  and  judgment  which  have  been 
able  to  accomplish  so  much. 

To  cherish  and  bring  to  maturity  this  precious  embryo  must  engage 
the  most  ardent  wishes  and  proportionable  regret,  as  far  as  the  means 
of  doing  it  may  appear  diflBcult  or  uncertain. 

Measures  which  should  tend  to  promote  an  abundant  supply  of  wool 
of  good  quality  would  probably  afford  the  most  efficacious  aid  that 
present  circumstances  permit. 

To  encourage  the  raising  and  improving  the  breed  of  sheep  at  home 
would  certaimy  be  the  most  desirable  expedient  for  that  purpose, 
but  it  may  not  be  alone  sufficient,  especially  as  it  is  yet  a  problem 
whether  our  wool  be  capable  of  such  a  degree  of  improvement  as  to 
render  it  fit  for  the  finer  fabrics. 

Premiums  would  probably  be  found  the  best  means  of  promoting  the 
domestic  and  bounties  the  foreign  supply.  The  first  may  be  within 
the  compass  of  the  institution  hereafter  to  be  submitted.  The  last 
would  require  a  specific  legislative  provision.  If  any  bounties  are 
granted  they  ought,  of  course,  to  be  adjusted  with  an  eye  to  quality 
as  well  as  quantity. 
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A  fund  for  the  purpose  may  be  derived  from  the  addition  of  2i  per 
cent  to  the  present  rate  of  dut^  on  carpets  and  carpeting,  an  increase 
to  which  the  nature  of  the  articles  suggests  no  objection,  and  which 
may  at  the  same  time  furnish  a  motive  the  more  to  the  fabrication 
of  them  at  home,  toward  which  some  beginnings  have*  been  made. 

SILK. 

The  production  of  tliis  article  is  attended  with  great  facility  in  most 
parts  of  the  United  States.  Some  pleasing  essays  are  making  in 
Connecticut  as  well  toward  that  as  toward  the  manufacture  of  what 
is  produced.  Stockings,  handkerchiefs^  ribbons,  and  buttons  are 
made,  though  as  yet  but  in  small  quantities. 

A  manufactory  of  lace,  upon  a  scale  not  very  extensive,  has  been 
long  memorable  at  Ipswich,  in  the  State  of  Massachusetts. 

^1  exemption  of  tlie  material  from  the  duty  which  it  now  psjs  on 
importation,  and  premiums  upon  the  production  to  be  dispensed 
imder  the  direction  of  the  institution  before  alluded  to,  seem  to  be  the 
only  species  of  encouragement  advisable  at  so  early  a  stage  of  the 
thing. 

GLASS. 

The  materials  for  making  ^lass  are  found  everywhere.  In  the 
United  States  there  is  no  denciency  of  tliem.  The  sands  and  stones 
called  tarso,  which  include  flinty  and  crystalline  substances  gener- 
ally, and  the  salts  of  various  plants,  particularly  of  the  seaweea  kali, 
or  kelp,  constitute  the  essential  ingreaients.  An  extraordinary  abun- 
dance of  fuel  is  a  particular  advantage  enjoyed  by  this  country  for 
such  manufactures.  They,  however,  require  large  capitals  and 
involve  much  manual  labor. 

Different  manufactories  of  glass  are  now  on  foot  in  the  United 
States.  The  present  duty  of  12^  per  cent  on  all  imported  articles 
of  glass  amounts  to  a  considerable  encouragement  to  those  manu- 
factories. If  anything  in  addition  is  judged  ehgible  the  most  proper 
would  appear  to  De  a  direct  bounty  on  window  glass  and  black  botties. 

The  m^t  recommends  itself  as  an  object  of  general  convenience; 
the  last  adds  to  that  character  the  circumstance  of  being  an  imiK)rtant 
item  in  breweries.  A  complaint  is  made  of  great  denciency  in  this 
respect. 

GUNPOWDER. 

No  small  progress  has  been  of  late  made  in  the  manufacture  of 
this  very  important  article.  It  may  indeed  be  considered  as  already 
establisned,  out  its  high  importance  renders  its  further  extension 
very  desirable. 

The  encouragement  which  it  already  enjoys  are  a  duty  of  10  per 
cent  on  the  foreign  rival  article  and  an  exemption  of  saltpeter,  one 
of  the  principal  ingredients  of  wlxich  it  is  composed,  from  duty. 
A  like  exernption  of  sulphur,  another  chief  ingredient,  would  appear 
to  be  equally  proper.  No  quantity  of  this  article  has  yet  been 
produced  from  internal  sources.  The  use  made  of  it  in  finishing 
the  bottoms  of  ships  is  an  additional  inducement  to  placing  it  in  the 
class  of  free  goods.  Regulations  for  the  careful  inspection  of  the 
article  would  have  a  favorable  tendency. 
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PAPEB. 

Manufactories  of  paper  are  among  those  which  are  arrived  at  the 
greatest  maturity  in  tiie  United  States,  and  are  most  adequate  to 
national  supply.  That  of  paper  hangings  is  a  branch  in  which 
respectable  progress  has  been  made. 

Nothing  material  seems  wanting  to  the  further  success  of  this 
'valuable  branch,  which  is  already  protected  by  a  competent  duty  on 
similar  imported  articles. 

In  the  enumeration  of  the  several  kinds  made  subject  to  that 
duty  sheathing  and  cartridge  paper  have  been  omitted.  These  being 
the  most  simple  manufactures  of  the  sort  and  necessary  to  militarv 
supply  as  well  as  shipbuilding,  recommend  themselves  equally  with 
those  of  other  descriptions  to  encouragement,  and  appear  to  be  as 
fully  within  the  compass  of  domestic  exertions. 

PBINTED   BOOKS. 

The  great  number  of  presses  disseminated  throughout  the  Union 
seem  to  afford  an  assurance  that  there  is  no  need  of  being  indebted 
to  foreijgn  countries  for  the  printing  of  the  books  which  are  used  in 
the  United  States.  A  duty  of  10  per  cent  instead  of  5,  which  is  now 
charged  upon  the  article,  would  have  a  tendency  to  aid  the  business 
intcmally. 

It  occurs  as  an  objection  to  this  that  it  may  have  an  unfavorable 
aspect  toward  literature  bv  raising  the  prices  of  books  in  imiversal 
iise  in  private  families,  scnools,  and  otner  seminaries  of  learning. 
But  the  difference,  it  is  conceived,  would  be  without  effect. 

As  to  books  which  usually  fill  the  libraries  of  the  wealthier  classes 
and  of  professional  men,  such  an  augmentation  of  prices  as  might  be 
occasioned  by  an  additional  duty  of  5  per  cent  would  be  too  Uttle 
felt  to  be  an  unpediment  to  the  acquisition. 

And  with  regard  to  books  which  may  be  specially  imported  for  the 
use  of  particular  seminaries  of  leammg  and  of  public  libraries  a 
total  exemption  from  dut]^  would  be  advisable,  wnich  would  go  far 
toward  obviating  the  objection  just  mentioned.  They  are  now 
subject  to  a  duty  of  5  per  cent. 

As  to  the  books  in  most  general  family  use,  the  constancy  and 
universality  of  the  demand  would  insure  exertions  to  furnish  them 
at  home,  and  the  means  are  completely  adequate.  It  may  also  be 
expected  ultimately  in  this,  as  in  other  cases,  that  the  extension  of 
the  domestic  manufacture  would  conduce  to  the  cheapness  of  the 
article. 

It  ought  not  to  pass  unremarked  that  to  encourage  the  printing  of 
books  is  to  encourage  the  manufacture  of  paper. 

BEFINED   SUGARS   AND  CHOCOLATE. 

These  are  among  the  number  of  extensive  and  prosperous  domestic 
manufactures. 

Drawbacks  of  the  duties  upon  the  materials  of  which  they  are 
respectively  made  in  cases  or  exportation  would  have  a  beneficial 
influence  upon  the  manufacture,  and  would  conform  to  a  precedent 
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which  has  been  already  furnished  in  the  instance  of  molasses  on  the 
exportation  of  distilled  spirits. 

('ocoa,  the  raw  material,  now  pays  a  duty  of  1  cent  per  pound, 
while  chocolate,  which  is  a  prevailing  and  very  simple  manufacture, 
is  comprised  in  the  mass  of  articles  rated  at  no"  more  than  6  per  cent. 

There  would  appear  to  be  a  propriety  in  encouraging  the  manufac- 
ture by  a  somewhat  higher  duty  on  its  foreign  rival  man  is  paid  on 
the  raw  material.  Two  cents  per  pound  on  imported  chocolate 
would,  it  is  presumed,  be  without  inconvenience. 

The  foregomg  heads  comprise  the  most  important  of  the  several 
kinds  of  manufactures  whicn  have  occurred  as  requiring  and  at  the 
same  time  as  most  proper  for  public  encouragement,  and  such  meas- 
ures for  affording  it  as  have  appeared  best  calculated  to  answ»  the 
end  have  been  suggested. 

The  observations  which  have  accompanied  this  delineation  of 
objects  supersede  the  necessity  of  many  supplementary  remarks^. 
One  or  two,  however,  may  not  be  altogether  superfluous. 

Bounties  are  in  various  instances  proposed  as  one  species  of  en- 
couragement. 

It  is  a  familiar  objection  to  them  that  they  are  difficult  to  be  man- 
aged, and  liable  to  frauds.  But  neither  that  difficulty  nor  diis  dan- 
ger seems  sufficiently  great  to  countervail  the  advantages  of  which 
they  are  productive,  when  rightly  applied.  And  it  is  presumed  to 
have  been  shown  that  they  are,  in  some  cases,  particularly  in  the 
infancy  of  new  enterprises,  indispensable. 

It  will,  however,  be  necessary  to  guard  with  extraordinary  cir- 
cumspection the  manner  of  dispensing  them.  The  requisite  pre- 
cautions have  been  thought  of,  but  to  enter  into  the  detail  would 
swell  this  report,  already  voluminous,  to  a  size  too  inconvenient. 

If  the  principle  shall  not  be  deemed  inadmissible  the  means  of 
avoiding  an  abuse  of  it  will  not  be  likely  to  present  insurmountable 
obstacles.     There  are  useful  guides  from  practice  in  other  quarters. 

It  shall,  therefore,  only  be  remarked  here  in  relation  to  this  point 
that  any  bounty  which  may  be  applied  to  the  manufacture  of  an 
article  can  not,  with  safety,  extend  beyond  those  manufactories  at 
which  the  making  of  the  article  is  a  regular  trade.  It  would  be  im- 
possible to  annex  adequate  precautions  to  a  benefit  of  that  nature, 
if  extended  to  every  private  family  in  which  the  manufacture  was 
incidentally  carried  on;  and  its  being  a  merely  incidental  occupation, 
which  engages  a  portion  of  time  that  would  otherwise  be  lost,  it  can 
be  advantageously  carried  on  without  so  special  an  aid. 

The  possibility  of  a  diminution  of  the  revenue  may  also  present 
itself  as  an  objection  to  the  arrangements  which  have  been  sub- 
mitted. 

But  there  is  no  truth  which  may  be  more  firmly  relied  upon  than 
that  the  interests  of  the  revenue  are  promoted  by  whatever  promotes 
an  increase  of  national  industry  and  wealth. 

In  proportion  to  the  degree  of  these  is  the  capacity  of  every  country 
to  contribute  to  the  pubUc  treasury,  and  where  the  capacity  to  pay 
is  increased,  or  even  is  not  decreased,  the  only  consequence  of  meas- 
ures which  diminish  any  particular  resource  is  a  change  of  the  object. 
If  by  encouraging  the  manufacture  of  an  article  at  home  the  revenue 
which  has  been  wont  to  accrue  from  its  importation  should  be  les- 
sened, an  indemnification  can  easily  be  found  either  out  of  the  man- 
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uf acture  itsdf  or  from  some  other  object  which  may  be  deemed  more 
couveiuent. 

The  measures,  however,  which  have  been  submitted,  taken  aggr^ 
gately,  will  for  a  long  time  to  come  rather  augment  than  decrease  the 
public  revenue. 

There  is  little  room  to  hope  that  the  progress  of  manufactures  will 
so  equally  keep  pace  with  the  progress  of  population  as  to  prevent 
even  a  gradual  augmentation  of  the  product  of  the  duties  on  imported 
articles. 

As  nevertheless  an  abolition  in  some  instances  and  a  reduction  in 
others  of  duties  which  have  been  pledged  for  the  pubhc  debt  is  pro- 
posed, it  is  essential  that  it  should  be  accompanieo  with  a  competent 
suljstitute.  In  order  to  do  this,  it  is  requisite  that  all  the  additional 
duties  which  shall  be  laid  be  ajqoropriated,  in  the  first  instance,  to 
replace  all  defalcations  which  may  proceed  from  any  such  abolition 
or  diminution.  It  is  evident  at  first  glance  that  they  will  not  only  be 
adequate  to  this  but  will  yield  a  considerable  surplus.  This  surplus 
will  serve — 

First.  To  constitute  a  fund  for  paying  the  bounties  which  shall  have 
been  decreed. 

Secondly.  To  constitute  a  fund  for  the  operations  of  a  board  to  be 
established  for  promoting  arts^  agriculture,  manufactures,  and  com** 
merce.  Of  this  institution  different  intimations  have  been  given  in 
the  course  of  this  report.  An  outline  of  a  plan  for  it  shall  now  be 
submitted. 

Let  a  certain  annual  sum  be  set  apart  and  placed  under  the  man- 
azement  of  commissioners,  not  less  than  three,  to  consist  of  certain 
officers  of  the  Government  and  their  successors  in  ofiice. 

Let  these  commissioners  be  empowered  to  applj^  the  fund  confided 
to  them  to  defray  the  expenses  of  the  emigration  of  artists  and 
manufactures  in  particular  branches  of  extraordinary  importance; 
to  induce  the  prosecution  and  introduction  of  useful  discoveries  and 
inventions  ana  improvements  by  proportionate  rewards  judiciously 
held  out  and  applied;  to  encourage  by  premiums,  both  honorable  and 
lucrative,  the  exertions  of  individuals  and  of  classes  in  relation  to 
the  several  objects  they  are  charged  with  promoting;  and  to  afford 
such  other  aids  to  those  objects  as  Uiay  be  generaUy  designated  by  law. 

The  commissioners  to  render  to  tfie  legislature  an  annual  account 
of  their  transactions  and  disbursements;  and  all  such  sums  as  shall 
not  have  been  applied  to  the  purposes  of  their  trust,  at  the  end  of 
every  three  years,  to  revert  to  the  treasury.  It  mav  also  be 
enjoined  upon  them  not  to  draw  out  the  money  but  for  the  purpose 
of  some  specific  disbursement. 

It  may,  moreover,  be  of  use  to  authorize  them  to  receive  voluntary 
contributions,  making  it  their  duty  to  apply  them  to  the  particular 
objects  for  which  they  may  have  been  made,  if  any  shall  have  been 
designated  by  the  donors. 

There  is  reason  to  believe  that  the  progress  of  particular  manufac- 
tures has  been  much  retarded  by  the  want  of  skillful  workmen.  And 
it  often  happens  that  the  capitals  employed  are  not  equal  to  the 
purposes  of  bringing  from  aoroad  workmen  of  a  superior  kind. 
Here,  in  cases  worSy  of  it,  the  auxihary  agency  of  Government 
would,  in  all  probabihty,  be  useful.  There  are  also  valuable  work- 
men in  every  branch  who  are  prevented  from  emigrating  solely  by 
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the  want  of  means.  Occasional  aids  to  such  persons  properly 
administered  might  be  a  source  of  valuable  acquisitions  to  the 
country. 

The  propriety  of  stimulating  by  rewards  the  invention  and  intro- 
duction of  useful  improvements  is  admitted  without  difficulty.  But 
the  success  of  attempts  in  this  way  must  evidently  depend  much  on 
the  manner  of  conducting  them.  It  is  probable  that  the  placing  of 
the  dispensation  of  those  rewards  under  some  proper  discretionary 
direction,  where  they  may  be  accompanied  by  collateral  expedients, 
wiU  serve  to  give  them  the  surest  efficacy.  It  seems  impracticable  to 
apportion  by  general  rules  specific  compensations  for  discoveries  of 
unKnown  and  disproportionate  utihty. 

The  great  use  whicn  may  be  made  of  a  fimd  of  this  nature  to  pro- 
cure and  import  foreign  improvements  is  particularly  obvious. 
Among  these  the  article  of  machines  would  form  a  most  important 
item. 

The  operation  and  utihty  of  premiums  have  been  adverted  to, 
together  with  the  advantages  which  have  resulted  from  their  dispen- 
sation, under  the  direction  of  certain  pubUc  and  private  societies. 
Of  this,  some  experience  has  been  had,  in  the  instance  of  the  Pennsyl- 
vania Society  for  the  Promotion  of  Manufactures  and  Useful  Arts;  but 
the  funds  of  that  association  have  been  too  contracted  to  produce 
more  than  a  venr  small  portion  of  the  good  to  which  the  principles  of 
it  would  have  led.  It  may  confidently  be  affirmed  that  there  is 
scarcely  anything  which  has  been  devised  better  calculated  to  excite 
a  general  spirit  of  improvement  than  the  institutions  of  this  nature. 
They  are  truly  invaluable. 

In  countries  where  there  is  great  private  wealth  much  may  be 
effected  by  the  volimtary  contributions  of  patriotic  individuals,  but 
in  a  community  situatea  like  that  of  the  United  States  the  purse 
must  supply  the  deficiency  of  private  resoiu*ce.  In  what  can  it  be 
so  useful  as  in  prompting  and  improving  the  efforts  of  industry ! 

All  which  is  humbly  submitted. 

Alexander  Hamilton, 

Secretary  of  the  Treasury. 
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REMARKS 


OF 


Senator  BENJAMIN  R.  TILLMAN 

OF  SOUTH  CAROLINA 

DELIVERED  IN  THE  UNITED  STATES 
SENATE  ON  OCTOBER  3.  1913 

TOGETHER  WITH 

AN  ARTICLE  PRINTED  IN  THE  NEW  YORK 
WORLD  ON  MARCH  1, 1896,  GIVING  THE  IM- 
PRESSIONS AND  THE  THEN  BELIEFS  OF 
SENATOR  TILLMAN  ABOUT  WALL  STREET 
AND  WHAT  IS  CALLED  THE  MONEY  POWER 
WITH  THE  FIGURES  CORRECTED  TO  DATE 


In  thk  Senate  of  the  United  States, 

October  9.  1913. 

Orderv(L  That  the  remarks  of  Senator  Tillman,  of  October  3,  1913, 
together  witli  an  arti(de  prepared  18  years  ago  for  the  New  York 
World,  giving  tJie  impressions  and  the  then  beliefs  of  Senator  Till- 
man nibout  Wall  Street  and  what  is  called  ''The  Monev  Power,'*  be 
printed  as  a  document  with  acK^ompanying  illustrations. 

Attest : 

James  M.  Baker, 

Seerctcn*y, 


SENATOR  TILLMAN'S  RETROSPECT  OF  EIGHTEEN  YEARS. 


amUABKS  OF  HON.  BBNIAMIN  R.  TILLMAN.  OF  SOUTH  CAROLINA*  IN  THB  SENATE  OF 

THE  UNITED  STATES.  FRIDAY.  OCTOBER  3, 1913. 


Mr.  Tillman.  Mr.  President,  a  few  days  ago  I  asked  unanimous 
consent  for  the  publication  of  Hon.  Charles  Francis  Adamses  retro- 
spect of  his  life,  called  '^  Tis  Sixty  Years  Since.""  Senators  who  have 
not  read  it  will  enjoy  it,  I  know,  and  find  it  most  profitable  reading. 

I  am  going  to  indulge  in  something  of  the  same  land  for  myself, 
and  1  ask  unanimous  consent  to  have  published  in  the  Record  and 
also  as  a  public  document  an  article  I  prepared  18  years  a^o  for  the 
New  York  World,  giving  my  impressions  and  the  then  beliefs  about 
Wall  Street  and  what  is  called  "  The  Money  Power." 

I  am  asking  for  its  republication  because  so  much  that  was  mere 
surmise  and  prophecy  has  come  true,  that  I  feel  it  very  appropri- 
ate for  me  to  reproduce  it.  I  shall  incorporate  in  it,  if  the  Sen- 
ate will  permit,  statistics  and  facts  to  make  the  picture  a  photo- 
graph of  present  conditions,  to  bt;  compared  with  conditions  which 
existed  in  1896 — something  on  the  order  of  "  before  and  after  tak- 
ing"; or  Tillman  on  conditions  in  1896  and  those  conditions  now, 
brought  down  to  date. 

The  growth  of  wealth  in  New  York  has  been  marvelous,  and  all 
thoughtful  men  must  realize  that  the  processes  by  which  this  wealth 
has  been  taken  from  the  producers  and  trans lerred  to  the  pockets  of 
those  Wall  Street  sharks  nave  been  both  morally  and  legally  wrong. 
The  unscrupulous  methods  which  have  been  used  are  notning  but 
robbery,  pure  and  simple. 

Charles  Francis  Aaams's  retrospect  is  for  60  years;  mine  for 
only  18. 

\^cn  I  came  to  the  Senate  18  years  ago  I  was  looked  upon  us  an 
ultra  radical  and  semianarchist,  and  the  plutocratic  press  have  never 
ceased  to  hold  the  prejudice  they  then  imbibed  agamst  me,  though 
of  recent  years  they  have  become  more  liberal — some  of  them  even 
generous— ^in  their  comments  about  mv  jDCi-sonal  characteristics. 

One  point  that  will  strike  everybody — and  it  is  a  most  important 
one — ^is  that  the  income  tax  which  the'  Supreme  Court  then  declared 
unconstitutional  has  just  been  enacted  into  law,  the  Constitution  hav- 
ingbeen  amended  so  as  to  make  it  lawful  for  Congress  to  do  it. 

TVe  have  had  a  great  howl  in  the  Senate  about  the  inequality  and 
injustice  of  the  income  tax.  Some  eastern  Senators  have  lamented 
the  wrong  done  to  their  constituents,  the  well-groomed  and  well-fed 
rich  men  and  millionaires  who  will  have  to  contribute  to  the  ex- 
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penses  of  running  the  Government  because  of  this  tax.  They  have 
spoken  about  the  injury  done  their  "people" — "my  people^  col- 
lectively— seemingly  unconscious  of  the  fact,  which  "is  very  patent 
to  anyone,  that  while  the  well  to  do  in  New  England  and  the  Middle 
States  will  bear  most  of  the  burden  of  the  income  tax,  these  very  men 
have  been  robbing  their  fellow  citizens*  who  are  workingmen,  and 
keeping  them  poor.  These  rich  men  have  systematically  milked  tlie 
poor  man's  cow  in  the  East  just  as  constantly  as  they  have  milked  the 
larmer's  cow  in  the  West  and  South,  but  they  have  been  shrewd 
enough  to  make  them  believe  the  contrary.  They  have  appealed  to 
the  poorer  classes  to  vote  with  them  to  keep  the  Democrats  out  of 
power,  and  have  succeeded  until  the  last  election. 

I  do  not  believe  that  these  poor  men  can  be  longer  bamboozled  into 
voting  against  our  Democratic  President  and  his  policies  by  any  such 
claptrap  or  illogical  appeals  in  future.  The  time  is  coming  very 
rapidly  when  the  poor  men  everywhere  will  line  up  at  the  ballot  box 
against  wrong  and  oppression  without  regard  to  party,  aiul  a  demand 
for  laws  which  will  secure  equality  of  opportunity  with  equality  of 
burden  will  be  made  in  thunder  tones. 

The  Democratic  platform  at  Chicago,  instead  of  declaring  for  a 
revision  of  the  Constitution,  attacked  the  Supreme  Court,  asserting 
that  it  needed  reforming  more  than  the  Constitution.  But  whatever 
may  be  the  opinion  now  on  that  subject — for  men  will  differ — we 
have  just  enacted  an  income-tax  law  graduated  as  it  should  be  and 
cumulative;  and  the  enormous  fortunes  which  have  been  created  by 
reason  of  Republican  favoritism  and  class  legislation  are  going  to 
bear  their  just  share  of  the  burden  of  maintaining  this  Government. 
I  predict  this  is  only  a  beginning.  An  inheritance  tax  will  follow 
soon. 

It  is  peculiarly  gratifying  to  me  to  have  lived  Icmg  enough  to 
see  this  consummation;  and  I  congratulate  my  brother  Democrats 
throughout  the  United  States  on  the  victory  for  the  people  which  has 
at  last  come.  I  did  my  share  of  the  fighting  while  I  had  strength 
and  health.  I  am  enjoying  to  the  limit  of  my  ability  the  victory 
which  we  won ;  and,  like  an  old  soldier  fallen  on  the  battle  field,  ill, 
though  not  yet  dead,  I  love  to  think  I  can  hear  the  shouts  of  victory ; 
and  want  to  raise  one  myself — a  regular  war  whoop ! 

But  we  have  onlv  just  begun  to  undo  the  deviltry  which  has  been 
perpetrated  by  the  ^Republican  Party  during  and  since  the  war.  Let 
us  continue  the  good  work  until  we  enact  laws  which  will  insure  the 
country  against  manufactured  panics,  such  as  was  produced  in  1907, 
and  against  the  robberies  of  trusts  and  monopolies.  The  Republicans 
have  heretofore  been  shrewd  enough  to  play  one  half  of  the  working 
people  and  farmers  against  the  otner  half  under  the  plea  of  protect* 
mg  American  labor.  They  have  preached  this  lie  from  every  stump, 
while  at  the  same  time  they  were  importing  "  pauper  labor "  from 
Europe  by  the  millions  to  take  the  places  oi  the  American  working- 
man  and  his  family.  The  European  laborer  was  called  a  pauper  as 
long  as  he  was  on  the  other  side  of  the  Atlantic  and  helcl  up  as  a 
scarecrow.  To  admit  his  goods  to  our  markets  was  almost  a  sin 
against  the  Holy  Ohost.  But  he  became  a  pet  as  soon  as  he  landed  on 
this  side  and  was  turned  into  a  Republican  voter,  giving  the  protected 
interests  more  Congressmen  at  Washington  and  more  opportunity 
to  rob  the  producers. 
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The  tariff  law  which  we  have  just  enacted  will  have  demonstrated 
before  the  next  general  election  whether  there  is  any  foundation 
in  the  prediction  made  on  the  floor  of  the  Senate  about  the  ruinous 
consequences  which  would  follow  its  enactment.  With  free  sugar 
and  free  wool  the  cost  of  living  is  bound  to  cpme  down,  and  such 
falsehoods  will  no  longer  influence  the  men  who  have  ballots  to  pro- 
tect themselves.  Heretofore  the  ballots  have  been  cast  often  directly 
against  their  own  interests  and  in  favor  of  the  plutocrats  who  had 
debauched  the  Government  at  Washington,  causing  laws  to  be  en- 
acted to  make  their  wealth  increase  while  the  poor  were  growing 
poorer  every  day. 

The  *' silver  craze,''  as  it  was  called  in  derision,  has  quieted  down. 
Whether  or  not  it  was  a  "  craze  "  at  all  and  whether  tne  world  will 
not  be  compelled  to  remonetize  silver  only  time  can  tell.  The  "  gold- 
bugs"  promised  all  sorts  of  blessings  "to  the  country  if  the  gold 
standard  was  maintained.  But  somehow  the  high  cost  of  living  con- 
tinues to  climb,  the  poor  people  are  getting  more  and  more  restless, 
and  many  are  becomm^  angry.  Some  of  them  are  almost  desperate 
and  hopeless  of  any  relief. 

I  do  not  know  myself  what  is  wrong  with  the  world,  but  I  do 
know  this:  The  unrest  is  growing  daily  and  socialists  multiplying 
apace,  and  Congress  should  set  itself  honestly  and  earnestly  to  the 
task  of  righting  things  and  furnishing  relief.  Charles  Francis 
Adams's  address  will  throw  a  great  flood  light  from  the  viewpoint  of 
that  distinguished  publicist  and  patriot,  now  verging  on  80  years. 

The  essential  parts  of  the  Democratic  platform  of  1896  are  going  to 
be  enacted  into  law  sooner  or  later,  I  firmly  believe. 

The  people  have  chosen  a  wise  and  patriotic  leader,  who  will 
neither  betray  nor  sell  them  out.  Woodrow  Wilsoi)  is  "making 
good  "  every  day  of  his  life  and  will  go  down  in  American  history 
as  one  of  the  greatest  of  our  Presidents.  Let  all  laggard  Democrats, 
if  there  be  any,  buckle  on  their  armor  and  fall  into  line  under  his 
leadership;  and  let  us  move  forward  toward  the  restoration  of  our 
Republic  to  Lincoln's  grand  and  glorious  ideal,  "a  Government  of 
the  people,  for  the  people,  and  by  tne  people" 

Tne  VICE  F^sroENT.  Is  there  objection  to  the  request  of  the  Sena- 
tor from  South  Carolina  that  the  matter  referred  to  by  him  be  pub- 
lished in  the  Becord  and  also  as  a  public  document?  The  Chair 
hears  none,  and  it  is  so  ordered. 

(The  matter  referred  to  follows.) 


THE  MONEY  POWER. 


[From  the  New  York  World,  Sunday,  March  1,  1896.] 

TILLMAN'S  BLAST— THE  FARMER  ICONOCLAST  AMONG  WALL  STREET  MONET  KINGS— 
HIS  PARABLE  OP  THE  COW— FED  ON  FRUITFUL  FARMS  OF  THE  COUNTRY,  BUT 
Mn.KKn  ONLY  BY  EASTERN  SPECULATORS— TWO  CARTOONS  OF  HIS  OWN  DESIGN— 
THB  KIND  OF  ARGUMENT  WHICH  MADE  ITLLMAN  FIRST  GOVERNOR  AND  THEN 
SENATOR  FROM  SOUTH  CAROLINA— CLEVELAND  AND  THE  -MONEY  POWER"— 
BLBCTED  AS  A  PROTEST  AGAINST  GOVERNMENTAL  PARASITES,  BUT  HAS  ADDED 
TO  THEIS  POWER. 

A  strange  figure  appeared  in  Wall  Street  on  Monday  morning 
and  wandered  with  the  crowds  that  roared  between  the  towering 
buildings.  A  tall,  strong  man  with  brown,  shaven  face,  Napoleonic 
features,  and  a  sdngle,  fierce  eye.  The  black  slouch  hat  was  pulled 
down  in  front  and  turned  up  behind.  There  never  was  a  more  strik- 
ing figure  seen  in  the  citadel  of  the  millionaires,  nor  one  of  deeper 
significance.  As  he  stood  in  front  of  the  Subtreasury,  grimly  eyemg 
the  office  of  J.  Pierpont  Morgan,  a  few  men  turned  around  to  look  a 
second  time  at  the  dark,  almost  savage  countenance.  But  none  in 
that  vast,  restless  multitude  seemed  to  recognize  Senator  Benjamiii 
Ryan  Tillman,  who  had  come  to  New  York  to  write  up  Wall  Street 
for  the  World. 

"  So  that's  where  Morgan  lives,  yonder  I  " 

The  one  eye  burned  with  a  sudden  enthusiasm.  The  voice  was 
shrill  and  harsh.  Then  the  Senator  turned  apd  gazed  at  Trinity 
Church,  standing  like  a  benediction  at  the  top  of  the  street. 

"  How  much  cad  you  say  Trinity  Church  has  accumulated  ? " 

"More  than  a  hundred  millions." 

** And  so  much  poverty !     So  much  suffering !     It's  very  strange." 

With  a  sigh  the  Senator  strode  across  to  the  Stock  Exchange, 
climbed  up  to  the  gallery,  and  peered  down  at  the  swirling,  shriek- 
ing speculators  on  the  main  floor.    The  lines  in  his  face  deepened. 

^^I  have  been  here  before,"  he  muttered.  "I  came  as  governor 
of  South  Carolina  to  sell  the  bonds  of  my  State.  I  know  what  a 
horde  of  wolves  they  are.  These  are  the  men  who  have  the  Nation  by 
the  throat." 

So  for  two  days  Senator  Tillman  went  about  in  the  strongholds 
of  the  money  kings  of  America  searching  for  facts. 

"There  isn't  a  drop  of  patriotic  blood  in  this  crowd,"  he  said, 
"And  yet  it  writes  the  laws  and  controls  the  policy  of  the  country. 
Nothing  but  a  revolution  can  overthrow  the  money  power.  We  must 
try  the  oallot  box  first,  and  then  if  we  fail — ^but  1  have  said  it  on  the 
floor  of  the  Senate.  The  American  spirit  is  not  yet  dead,  thank  God, 
55d  you  fellows  in  New  York  will  soon  hear  from  the  South  and  the 
West" 
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And  presently  the  Senator  sat  down  in  Delmonico's  to  see  the 
young  and  old  bucks  eat  and  drink  the  wealth  created  by  the  toilers. 
Whereat  he  returned  to  his  hotel  and  wrote  what  he  had  to  say. 

These  are  the  views  which  Tillman  holds.  They  have  made  liim 
governor  of  South  Carolina  and  United  States  Senator — the  idol  of 
the  Carolina  farmers.  The  World  has  obtained  and  now  publishes 
his  opinions,  but  does  not  indorse  them. 


BBNATOB  TILLMAN'S  VIEW8-HIS  VISrr  TO  WALL  STREET  AND  HIS  OPINION  OF  ITB 

POWER  IN  THE  WHOLE  COUNTRY. 

Wall  Street  is  a  term  in  very  common  use,  and  most  people  have  an 
essentially  clear  idea  as  to  its  meaning.  As  understood  by  the  masses, 
it  stands  for  what  has  come  to  be  known  as  the  money  power,  the 
force  exerted  bv  aggregated  capital. 

There  is  at  tnis  time  a  double  interest  attaching  to  the  term  ^  Wall 
Street"  by  reason  of  the  fact  that  everything  of  a  political  nature 
indicates  that  the  struggle  for  the  mastery  of  this  country — whether 
the  people  shall  govern  it  or  whether  money  shall  govern  it — is  ap- 
proaching a  climax. 

The  financial  question  and  its  settlement  is  now  the  uppermost  one 
in  the  minds  of  men.  Interested  persons  may  attempt  to  push  it  aside 
and  belittle  it  and  to  substitute  other  issues  for  it,  out  in  the  coming 
presidential  election  it  must  be  the  issue. 

Feeling  thus,  and  having  had  cause  recently  to  give  expression  to 
my  ideas  and  opinions  in  the  Senate  in  no  uncertain  terms  and  no  un- 
certain manner,  I  have  thought  it  well  to  ask  the  use  of  the  columns 
of  America's  greatest  newspaper  with  a  view  to  presenting  phases  of 
the  question  with  more  clearness  than  was  possible  on  that  occasion. 

With  that  purpose  in  mind  I  have  devoted  during  the  past  week 
a  couple  of  days  to  the  gathering  of  some  facts  by  a  personal  visit  to 
New  York  and  to  Wall  Street.  It  so  happened  that  during  my  term 
as  governor  of  South  Carolina  I  had  the  opportunity  wnile  nego- 
tiatmg  for  refunding  our  State  debt  to  study  the  methods  employed 
by  those  who  manipulate  and  control  the  complex  machinery  by 
means  of  which  a  few  men,  not  exceeding  500,  have  laid  the  indus- 
tries, the  politics,  and,  in  fact,  the  Government  of  this  country  under 
tribute  and  are  gathering  for  themselves  wealth  beyond  computation 
in  a  period  of  time  so  short  as  to  stagger  belief. 

For  the  reader  unfamiliar  with  New  York  City,  it  is  well  to  give  a 
brief  description  as  to  what  Wall  Street,  taken  as  a  district  of  New 
ifork  City,  really  is  to  the  eye.  AVhen  Manhattan  Island,  on  which 
New  York  stands,  was  first  settled  by  the  Dutch,  they  chose  to  locate 
on  its  extreme  southern  point,  where  meet  the  East  and  the  Hudson 
Rivers.  A  town  grew  up,  composed  of  a  network  of  irregular, 
crooked  streets,  without  seeming  order,  and  all  very  narrow. 

A  few  hundred  yards  up  Broadway  from  Battery  Park,  where  the 
historic  Castle  Garden,  now  transformed  into  a  public  aquarium, 
still  stands,  is  Trinity  Church.  In  the  small  graveyard  surrounding 
it  repose  the  bones  of  Alexander  Hamilton,  Capt.  Lawrence,  or 
"  Don't  give  up  the  ship  I "  memory,  and  other  great  historic  char- 
acters. 
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and  the  control  of  le^slation  in  their  interest,  together  with  the 
speculations  in  gold  and  national  securities,  a  few  hundi*ed  men, 
utterly  lacking  in  patriotism  and  without  any  regard  for  the  public 
welfare,  seized  the  (lovernment  by  the  throat  and  threatened  it  wiUi 
bankruptcy  and  paralysis  if  their  demands  were  not  granted. 

Enormous  fortunes  multiplied.  The  owner  of  a  million  soon  found 
himself  possessed  of  many  millions.  Money  bred  money  by  reason 
of  the  violent  fluctuations  in  the  national  credit  as  the  fortunes  of 
war  changed  on  the  battle  fields  of  the  South. 

The  greenbacks,  which  were  the  salvation  of  the  Union,  were 
speculated  in  daily.  The  National  Treasury,  under  stress  of  war,  was 
forced  to  exchange  bonds  for  them,  and  as  soon  as  the  war  terminated 
the  schemers  set  about  securing  legislation,  under  the  pretense  of 
strengthening  the  public  credit, looking  to  the  payment  ox  the  bonds 
in  coin. 

This  did  not  satisfy  them,  however.  In  a  brief  time  the  demoneti- 
zation of  silver  followed,  and  ever  since  the  fell  purpose  of  those  who 
have  conspired  together  has  been  to  force  payment  in  gold. 

The  national  banks  have  received  interest  from  the  Government  on 
the  bonds.  They  have  received  interest  from  the  people  on  the  notes 
based  on  those  bonds.  Thus  the  industries  of  the  country  have  been 
laid  under  double  tribute  for  the  benefit  of  these  pets.  No  wonder 
they  have  grown  rich  enough  to  buy  steel  yachts  while  the  poor  are 
sweating  for  a  bare  living. 

The  banking  business  of  New  York  is  concentrated  in  the  New 
York  Clearing  House,  which  is  simply  a  trades-union  of  all  the 
banks,  and  has  palatial  quarters  within  a  stone's  throw  of  Wall 
Street.  These  66  Danks  (63  banks  and  trust  companies  in  1912)  have 
aggregate  capital  of  about  $61,000,000  ($179,619,000  in  1912),  and  in 
addition  thev  have  a  surplus  and  accumulated  profit  of  $73,000,000 
($300,145,700  in  1912).  They  hold  on  deposit  from  customers  about 
$490,000,000  ($1,788,619,000  in  1912).  They  have  loaned  out  at 
interest  about  $460,000,000  ($1,946,186,000  in  1913).  Their  cash  on 
hand  consists  of  about  $64,000,000  ($336,335,000  in  1912)  in  gold  and 
$87,000,000  ($78,044,000  in  1912)  in  paper  money.  Their  holdings  of 
silver  are  quite  insignificant ;  for  it  is  an  understood  practice  among 
them  never  to  offer  silver  money  or  silver  certificates  one  to  another 
in  pa5anent  of  balances.  The  New  York  Subtreasury  is  a  member  of 
the  New  York  Clearing  House,  and  is  equally  carelul  in  bovcotting 
silver  and  never  offers  it  in  daily  settlements  with  banks.  This  not- 
withstanding the  fact  that  all  our  Government  obligations  are  pay- 
able in  coin,  silver  as  well  as  gold. 

The  aggregate  bank  clearings  in  exchanges  of  checks  for  1895  was 
$30,000,000,000  ($100,743,967,000  in  1912)  in  New  York  City  alone. 
In  all  the  other  clearing  houses  in  the  country  the  aggregate  for  the 
same  time  was  $23,500,000,000  ($74,170,264,000  in  1912).  New  York 
does  more  money  exchanging  than  all  the  rest  of  the  country,  and 
the  man  who  handles  money  takes  care  that  plenty  of  it  sticks  to  his 
fingers,  and  the  New  York  oankers  are  no  exception.  The  Chemical 
Bank  has  for  years  paid  150  per  cent  annually  on  its  capital,  and 
another  bank  has  paid  100  per  cent,  and  the  average  of  all  is  a  very 

high  one. 

In  1895  the  New  York  Stock  Exchange,  which  is  an  unchartered 
body— a  mere  club,  in  fact — and  entirely  independent  of  the  obliga- 
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lions  of  a  corporation  to  State  and  Federal  law,  bought  and  sold 
66,440,576  shares  of  stock  (131,128,425  in  1912),  of  an  average  par 
value  of  about  $6,000,000,000  ($11,562,129,835  in  1912).  In  addition 
§500,000,000  ($675,213,500  bonds  of  all  kinds  in  1912)  of  railroad  and 
State  bonds  were  sold  and  about  $16,000,000  of  Government  bonds. 

The  two  latter  classes  of  securities  are  largely  dealt  in  over  the 
counters  of  banking  houses,  so  the  figures  do  not  represent  all 
transactions.  Besides,  there  is  another  exchange  within  the  Wall 
Street  precinct  actively  engaged  in  the  same  line  of  manipulation. 
There  are  now  listed  on  the  New  York  Stock  Exchange  a  par  value 
of  $4,067,210,334  in  stocks  and  $5,122,092,469  in  bonds  of  various 
classes.  In  1895  about  $500,000,000  in  new  issues  of  securities  were 
placed  or  sold.  Of  these,  $125,000,000  were  purchased  abroad  and 
$375,000,000  were  purchased  or  placed  here.  This  includes  the  Mor- 
gan Government-bond  syndicate  issue  of  February,  1895.  Present 
par  yalue  of  stocks  and  bonds  listed  not  obtainable. 

But  this  is  only  one  phase  of  the  matter.  It  is  only  one  of  the 
many  schemes  that  have  been  invented  and  carried  to  success  by 
the  harpies  who  frequent  the  gambling  dens  known  as  the  stock 
exchanges.  The  products  of  labor  throughout  the  country  have  been 
manipulated  from  Wall  Street  as  a  center  so  that  those  who  produce 
the  wealth  receive  as  little  as  possible,  while  the  men  represented  in 
and  by  Wall  Street  have  continued  to  amass  wealth  at  an  unexampled 
rate.  Speculation  drives  prices  down  when  farmers  have  to  sell 
and  drives  prices  up  after  the  farmers'  products  have  passed  into 
other  hands. 

Cotton,  wheat,  and  other  staples  have  been  governed  in  prices  by 
futures  and  not  by  the  natural  law  of  supply  and  demand.  Prices 
have  been  raised  or  depressed  as  this  syndicate  of  bankers  and  brokers 
have  sold  the  market  up  or  down.  There  are  now  several  hundred 
industrial  trusts,  the  principal  ones  being  listed  in  Wall  Street. 
All  founded  on  the  simple  principle  of  founding  a  monopoly,  mini- 
mizing the  cost  of  production,  and  forcing  the  prices  to  the  con- 
sumers to  the  highest  possible  point. 

An  illustration  or  two: 

The  American  Su^ar  Refining  Co.  is  a  New  Jersey  corporation, 
intended  to  monopolize  the  entire  sugar  trade  of  the  country,  which 
it  most  effectually  does.  It  ha«?  an  outstanding  stock  issue  of  $75,000,- 
000.  This  is  supposed  to  represent  the  value  of  their  several  refin- 
eries and  tools  of  trade.  It  really  represents  the  amount  of  money 
on  which  the  sugar  barons  desire  the  American  people  to  pay  tribute. 
The  Havemeyers  and  others  engaged  in  the  sugar-refining  industry 
in  1887  turned  their  properties  into  the  Sugar  Refineries  Co.  and 
took  stock  in  the  concern  to  the  extent  of  two  or  three  times  the  actual 
value  of  their  plant. 

In  other  wonis,  according  to  competent  experts,  an  appraisement 
nf  the  properties  comprising  the  present  company  would  show  an 
actual  value  of  about  $25.000.(toO.  The  trust,  in*  order  to  pay  its 
princely  dividends  of  1  per  cent  per  month,  is  extorting  from  the 
masses  a  tribute  which  would  be  whollv  unnecessary  if  it  were  work- 
ing  on  an  honest  basis.  Even  now  it  is  claimed  in  Wall  Street  that 
the  trust  has  invested  in  cash  no  less  than  $11,000,000  in  raw  sugars. 
The  management  hold  their  sessions  in  secret,  and  no  one  but  the 
Havemeyers  and  their  intimates  are  permitted  to  know  anything  as 
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to  the  profits,  investments,  or  anything  else  to  which  stockholders  are 
justly  entitled. 

Even  more  outrage  !ous  is  that  great  combination  of  capital  known 
as  the  Coal  Trust. 

The  entire  hard-coal  district  is  comprised  within  a  verv  limited 
area.  That  area  is  traversed  by  the  lines  of  11  railroads,  known  as 
"the  coalei*s.*'  They  have  formed  a  combine  and  control  absolntely 
the  entire  matter  of  coal  consumption.  Many  of  them  own  large 
areas  of  coal  lands  and  are  miners  as  well  as  transportei-s.  There 
are  a  large  number  of  private  miners,  but  they  are  entirely  under 
control  of  the  roads  embracing  the  coal  combine,  since  they  can  get 
no  transit  to  market  or  tidewater  except  over  these  roads. 

Once  each  month  the  sales  agents  of  these  roads  meet  and  fix  upon 
the  output  of  coal  for  the  coming  month  and  the  price  at  which  it 
shall  be  sold.  This  combine  includes  several  roads  now  in  the  hands 
of  receivers,  and  therefore  under  the  control  of  the  United  States 
courts. 

These  roads  enter  into  the  agreements  and  are  as  greedy  for  their 
share  of  the  coal  output  as  any  of  the  others.  The  output  and  price 
is  fixed  by  the  weather  and  tne  demands  of  trade,  ana  is  generally 
about  as  much  as  the  roads  think  they  can  squeeze  out  of  the  public* 
The  consumption  is  about  40,000,000  tons  a  year,  so  that  a  rate  of 
only  10  cents  a  ton  means  an  extra  $4,000,000  a  year  in  the  pockets  of 
the  coal  barons.    A  dollar  means  $40,000,000  a  year. 

A  private  mine  owner  is  compelled  to  turn  over  his  coal  to  the  rail- 
road company  at  their  price  as  soon  as  it  comes  from  his  pit.  Any 
attempt  on  his  part  to  send  it  to  market  and  sell  it  at  his  own  price 
would  be  met  by  a  refusal  to  give  him  cars  in  which  to  transport  it. 

The  farmers  of  the  land,  representing  many  millions  of  j^eople, 
after  long  agitation  and  enormous  petitions,  have  sought  in  vain  to 
get  Congress  to  stop  this  nefarious  traffic.  The  cotton,  produce, 
and  other  exchanges,  whose  membere  number  less  hundreds  than 
there  are  millions  of  farmers  and  persons  dependent  on  farmers, 
have  outweighed  in  the  councils  of  the  Nation  at  Washington  the 
cry  for  relief  that  has  come  from  the  sufferers. 

Yet  there  are  statutes  which  make  it  obligatory  upon  the  Attorney 
General  of  the  United  States  to  protect  the  people  against  these  un- 
just combinations.     How  many  suits  has  he  brought?    Not  one. 

What  further  proofs  do  we  need  that  the  Government  at  Washing- 
ton is  absolutely  controlled  by  the  money  power  of  Wall  Street,  and 
that  the  President,  the  Cabinet  officers,*  the  Senators — for  man\^  of 
whom  seats  are  purchased — the  Congressmen,  and  the  courts  are  the 
tools  and  agents  of  the  octupus  which  has  its  tentacles  fastened  upon 
the  people  throughout  this  vast  country,  sucking  their  substance 
year  in  and  year  out. 

Following  close  on  the  heels  of  the  demonetization  of  silver  came 
the  resumption  of  specie  payments,  entailing  an  enormous  contrac- 
tion of  the  circulating  medium.  These  two  causes  have  steadily 
hammered  prices  down,  until  to-day  they  are  lower  than  at  any  time 
within  the  last  three  centuries.  The  masses  of  the  pro<lucers  thfoiigh- 
out  of  the  country,  the  men  who  create  its  wealth,  are  being  rapidly 
pauperized.  Farmers  who  have  struggled  to  obtain  homes  are  driven 
to  the  most  desperate  straits  to  keep  from  losing  them,  or  have  al- 
ready lost  them,  while  these  financial  vampires,  who  produce  noth- 
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ing,  are  reveling  in  wealth  undreamed  of  in  any  past  age  of  the 
world  s  history. 

We  are  rapidly  coming  to  be  a  country  in  which  what  should  be  a 
lar^,  well-to-do,  contented  class  of  yeomen,  such  as  must  ever  be  the 
strength  of  a  nation,  are  hopelessly  staggering  under  burdens  of  debt, 
'with  no  prospect  of  relief — slaves  bound  to  the  soil  by  mortgages. 

The  growth  and  development  of  the  United  States  since  the  war 
has  been  the  wonder  of  the  world.  One  of  the  most  remarkable 
things  in  connection  with  that  development  has  been  the  expansion 
in  railroad  building. 

Who  owns  these  roads,  and  in  whose  interests  are  they  run  ?  Built, 
as  many  of  them  were  originally,  by  the  aggregation  of  capital  in 
small  amounts  from  genuine  stockholdei's,  they  have  been  absorbed 
in  a  manner  almost  phenomenal,  until  to-day  it  is  safe  to  say  that 
three-fourths  of  the  railroad  mileage  of  the  country  is  owned  and 
controlled  by  a  few  score  of  men,  most  of  whom  have  their  offices  on 
Wall  Street.* 

How  could  such  things  happen,  will  be  asked?  They  simply  stole 
them ;  that  is  all. 

The  railroads  of  the  land  are  now  represented  by  a  capital  stock 
of  $5,150,000,000  ($8,582,463,256  in  1911),  a  funded  or  bond  debt  of 
$5,700,000,000  ($10,989,608,551  in  1911),  and  a  floating  debt  of  nearly 
$400,000,000.  The  gross  earnings  per  year  is  now  about  $1,100,- 
000,000  ($2,848,468,965  in  1911),  leaving,'  after  paying  operating  ex- 
penses, net  earnings  of  about  $325,000,000  ($903,219,137  in  1911). 
This  is  divided  into  interest  on  bonds  of  about  $235,000,000  per  year 
($877,973,479  in  1911),  and  dividends  on  stock  of  about  $85,000,000 
($316,402,684  in  1911).  The  passengers  carried  reach  nearly  600,- 
000,000  a  year  (1,019,658,605  in  1911),  and  the  freight  traffic  is  nearly 
700,000,000  (1,817,562,M9  in  1911)  tons  a  year. 

Every  cent  of  the  enormous  income  from  this  leading  industry  of 
the  country  comes  directly  from  the  people.  An  examination  would 
show  that  the  money  honestly  expended  m  the  production  of  all  rail- 
roads and  their  equipments  is  but  a  tithe  of  the  capital  nominally 
invested  in  them;  the  rest  is  water,  pure  and  simple;  but  it  figures  as 
"  invested  capital,"  as  "  vested  interests,"  upon  which  the  capitalists 
claim  the  protection  of  the  courts  and  the  whole  Government  ma- 
chinery, and  always  get  it. 

Xo  better  illustration  of  the  power  exercised  by  the  monopolists 
is  needed  than  the  history  of  the  West  Shore  enterprise  of  New  York 
State.  The  Vanderbilts  and  their  cohorts,  up  to  the  time  the  West 
Shore  road  was  started,  held  the  merchants  and  the  agriculturists 
in  an  iron  grasp,  dictating  rates  and  conditions  for  the  handling  of 
traffic  with  absolute  despotism.  The  prospect  of  a  ccwnpetitive  line 
reaching  from  New  York  to  the  Lakes  put  the  New  York  Central 
people  on  their  mettle,  and  from  the  very  inception  of  the  former 
measures  were  taken  to  crush  it  out. 

After  the  new  line  had  been  completed  every  obstacle  possible  was 
thrown  in  the  way,  and  the  road  finally  went  into  bankruptcy,  a 
condition  which  had  been  regarded  as  inevitable  by  everyone  who  at 
the  time  was  acquainted  with  the  tactics  of  the  Vanderbilts.  When 
the  West  Shore  became  hopelessly  involved,  the  Vanderbilts,  through 
Mr.  J.  P.  Morgan,  gobbled  it  up  at  their  own  price. 


14  THE  MONEY  POWEB. 

Those  who  had  put  money  into  it  were  crowded  out,  all  competitioa 
was  crushed,  and  the  business  interests  of  the  State  placed  under  the 
Vanderbilt  control  as  completely  as  ever.  The  Vanderbilts  and  their 
friends  were  the  only  ones  who  profited  by  the  deal,  which  is  only  one 
of  a  hundred  carried  through  successfully,  desj^ite  public  sentiment, 
and  without  interference  from  the  courts  and  judges  whose  duty  it 
was  to  interfere. 

Take  another  case  that  is  local  to  New  York  City : 

For  years  New  York  City  pleaded  for  rapid-transit  facilities,  and 
two  companies  were  created  to  supply  them,  one  taking  the  cast  and 
one  the  west  side  of  the  city.  The  Metropolitan  road  ran  up  Sixth 
Avenue  and  the  New  York  Co.  took  the  Tnird  Avenue  route.  Each 
issued  stock  to  the  amount  of  $6,500,000,  together  with  a  small  lot  of 
bonds.    This  amount  was  put  in  cash  in  the  roads. 

Wall  Street  saw  the  possibilities  of  profit  in  rapid  transit*  and  pro- 
ceeded to  take  advantage  of  it.  The  first  step  was  to  consolidate  the 
two  roads,  not  by  adding  the  two  capitals  together,  making  $13,000^- 
000,  but  by  creating  a  new  company,  called  the  Manhattan,  merely 
to  take  the  lease  of  the  other  two  roads. 

This  lease  had  such  large  prospective  earning  capacity  that  it  was 
capitalized  at  $13,000,000,  making  a  total  of  $26,000,000,  of  which 
one-half  was  clear  water  or  wind.  It  represented  no  investment  in 
the  property,  and  was  merely  so  much  stock  printed  to  order,  to  be 
unloaded  on  an  innocent  public. 

For  months  before  the  amalgamation  of  the  roads  they  were  the 
center  of  a  cyclone  of  vilification  and  abuse  until  the  stocks  were 
pounded  down  to  17  cents  on  the  dollar.  Once  the  property  had 
passed  into  Jay  Gould's  hands  it  was  manipulated  upward  until  it 
reached  175,  and  then  in  a  day,  because  of  a  quarrel  between  Cyrus  W. 
Field  and  the  Gould  interest,  it  fell  20  points. 

It  has  been  a  favorite  cnimbling  stock  since  then,  being  specially 
useful  in  cases  where  de^s  were  made  with  local  politicians,  they 
being  let  in  with  points  on  the  market  in  return  for  the  granting  of 
public  privileges. 

It  can  not  be  gainsaid  that  Congress  has  legislated  steadily  in  tlie 
interest  of  the  corporations  and  to  curtail  and  restrict  the  power  of 
the  States  in  controlling:  the  railroads  and  protecting  the  small  in- 
vestors and  shippers.  The  machinery  of  the  Federal  courts  has  been 
the  main  engine  in  the  robbery  and  ruin.  During  the  past  30  years, 
with  very  few  exceptions — and  I  speak  of  the  exceptions  to  the  honor 
of  the  few  judges  who  have  withstood  the  almost  overpowering 
temptations  with  which  they  have  been  beset — ^the  decisions  of  the 
Supreme  and  Circuit  Courts  have  been  uniformly  against  the  people 
ana  in  furtherance  of  the  aims  of  those  who  have  stolen,  under  forms 
of  law,  the  larger  portion  of  this  railroad  property  from  its  original 
owners. 

The  reason  why  the  Federal  judiciary  has  been  thus  antagonistic 
to  the  best  interests  of  the  country  and  to  justice  is  that  the  judges 
are  almost  uniformly  selected  from  among  corporation  attorneys, 
and  I  have  no  doubt  their  names  have  been  frequently  suggested  or 
dictated  to  the  President  for  appointment  by  the  corporations. 

In  addition  to  this,  the  raw  products  hauled  to  market,  toother 
with  the  manufactured  products  transported  to  the  interior  in  ex- 
change, have  had  to  pay  freight  far  in  excess  of  what  is  reasonable, 
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in  order  to  yield  a  fair  dividend  on  the  capital  originally  invested. 
This  in  spite  of  the  fact  that  the  interstate-commerce  law  was  passed 
by  Confess  essentially  with  a  view  to  the  control  of  the  extortions 
of  railroads  in  handling  freight  and  to  prevent  discriminations  and 
rebates. 

The  United  States  Treasury  is  run  as  though  it  were  a  private 
corporation.  The  Secretary  of  the  Treasury  goes  to  New  York  when 
called  upon  by  his  masters  to  receive  instructions.  His  deputies  are 
constant  visitors  at  the  dfices  of  the  men  who  control  the  Treasury 
from  this  city. 

It  is  notorious — at  least,  it  was  generally  reported  in  the  news- 

gapers — that  Mr.  Cleveland,  in  the  early  part  of  1893,  said  that  Wall 
treet  had  the  country  by  the  throat  We  would  have  naturally 
looked  to  a  man  who  appreciated  that  fact,  and  who  sought  to 
loosen  Wall  Street's  grip  on  the  country's  throat,  to  have  selected 
other  advisers  than  men  who  are  the  leaders  and  directors  in  Wall 
Street. 

But  he  coolly  and  deliberately  opened  the  doors  of  the  Treasury 
and  bid  those  leaders  in  Wall  Street  enter  and  work  their  own  sweet 
wilL 

There  have  already  been  issued  $262,000,000  of  bonds  to  add  to 
the  burdens  of  the  already  desperate  taxpayers,  and  the  end  is  not 
yet.  Still,  we  are  told  that  the  financial  question  will  not  be  an 
issue  in  the  next  campaign. 

The  best  illustration  of  the  existing  conditions,  and  one  which 
will  appeal  directly  to  every  farmer  in  the  United  States,  is  a  picture 
which  I  will  draw.    The  iaea,  however,  is  not  original  with  me. 

Spread  the  map  of  the  United  States  before  you.  Let  us  consider, 
for  the  purpose  of  illustration,  that  there  is  an  enormous  milch  cow, 
so  large  that  she  can  reach  halfway  across  the  continent.  Suppose 
her  mouth  to  be  in  the  Mississippi  valley,  and  see  the  myriad  wagons 
and  freight  trains  of  that  granary  of  the  world  in  motion  to  trans- 
port into  her  capacious  maw  all  the  surplus  products  of  the  farms  of 
the  South  and  West. 

It  is  a  never-ending  stream,  and  the  sturdy  toilers  in  the  field, 
with  brawny  arms  and  sun-browned,  toil-stained  faces,  push  forward 
with  the  products  of  their  labor  to  satisfy  her  onmiverous  appetite. 

So  much  food  should  produce  some  milk.  But  where  is  her  udder? 
Stretch  one  of  her  legs  back  in  the  usual  attitude  for  milking,  so 
that  it  will  rest  in  New  England.  The  other  hind  leg  will  rest  in 
New  Jersey. 

The  bag  hangs  over  Manhattan  Island.    See  the  streams  of  rich, 

Slden  muk  drawn  from  the  udder  of  that  great  cow.  The  farmers 
id  and  ever  feed.  The  milk  streams  into  the  receptacles  of  the  capi- 
talists— the  bankers,  brokers,  and  speculators  of  Wall  Street. 

How  much  longer,  O  benighted  sons  of  toil,  will  you  feed  that  cow  ? 
Y'ou  are  getting  no  milk.  How  much  longer  will  you  vote  like  dumb, 
driven  cattle,  without  considering  why  you  vote  or  for  whom  you 
vote? 

Let  us  reverse  this  picture.  The  last  Confess,  after  a  bitter  strug- 
gle, passed  an  income-tax  measure.  The  idea  was  to  have  wealth 
bear  some  proportionate  share  of  the  burdens  of  government  From 
those  who  had  much  it  was  intended  to  take  just  a  little. 
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Congress  turned  the  creat  milch  cow  around  and  phiced  her  head 
in  New  York  and  her  udder  at  Washington.  What  happened?  The 
Supreme  Court  of  the  United  States  took  the  cow  by  the  throat, 
choked  it  to  death,  and  the  poor  farmers  standing  at  gaze  have  not 
yet  recovered  from  their  amazement. 

No  milk ! 

How  much  longer  will  the  farmers  submit  to  have  the  Supreme 
Court,  which  has  oecome  the  tool  and  instrument  of  the  oppressors, 
make  the  few  more  wealthy  and  the  millions  poorer? 

On  this  very  island  of  Manhattan  an  Astor  owns  11,000  houses,  I 
have  been  told.  We  are  asked  to  fortify  New  York  Harbor  to  pro- 
tect this  property  from  destruction  by  a  hostile  fleet  Astor  has 
quitted  his  country  and  moved  to  England,  but  the  Supreme  Court 
of  the  United  States  tells  us  we  can  not  tax  his  income  on  his  New 
York  property  . 

When  will  the  American  people  have  enough  ? 

Benjamin  R.  Tillman. 
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THE  UNITED  STATES  COMMERCE  COURT. 


More  than  a  quarter  of  a  century  ago  the  gieat  body  of  shippers 
of  the  country  began  a  movement  to  regulate  freight  charges  by 
having  Congress  formulate  into  law  the  constitutional  power  vested 
in  it  to  regulate  interstate  and  foreign  commerce. 

(Generally  speaking,  the  entire  body  of  shippers  favored  such  leg- 
i:-lation.  Arrayed  on  the  other  side,  protesting  against  such  exer- 
cise of  power  or  its  delegation  by  Congress,  were  the  common  car- 
riers, piincipally  the  railroads. 

The  reason  for  this  movement  on  the  part  of  the  shippers  was 
due  to  the  intolerable  conditions  which  acted  as  a  restramt  of  fair 
trade  through  concessions  made  by  these  carriers  in  the  shape  of 
rebates  in  favor  of  one  shipper  as  against  a  competing  shipper,  and 
in  a  more  extended  way  in  behalf  of  one  community  favored  by  the 
carrier  as  against  a  competing  community. 

This  marked  discrimination  had  resulted  in  a  species  of  favor- 
itism which  built  up  the  fortunes  of  the  favorite  shipper  and  the 
favored  community  and  unjustly  destroyed  the  business  of  the 
shipper  and  the  community  that  did  not  bask  in  the  gracious  smiles 
of  the  railroads,  and  these  were  compelled,  for  lack  of  law  on  the 
subject,  to  see  their  business  destroyed  and  that  of  their  favored 
rivals  advanced  and  upbuilded. 
Let  three  facts  be  ever  kept  in  mind  as  we  study  this  question : 
First.  Originally  no  Commerce  Court  was  created.  Subsequently, 
however,  a  central  court  known  by  that  name  was  organized  under 
act  of  Congress,  vacancies  at  the  expiration  of  the  term  of  eaeh 
judge  to  be  filled  by  the  Chief  Justice  of  the  Supreme  Court  of  the 
United  States,  selected  from  the  body  of  the  country's  judiciary. 
The  power  was  granted  to  this  court  to  review  the  law  of  the  orders 
of  the  Interstate  CoDMnerce  Commission. 

Second.  The  Commerce  Court  is  not  an  appellate  court,  but  an 
original  court  convened  to  review  the  law  of  the  orders  of  the  Inter- 
state Commerce  Conrniission. 

Third.  The  Interstate  Commerce  Commission  is  not  a  court,  and 
some  court  must  necessarily  have  original  jurisdiction  to  review  the 
law  of  the  commission's  orclers  before  final  judgment  by  the  Supreme 
Court  of  the  United  States. 

The  first  act  of  Congress,  in  1887,  to  regulate  conunerce  was  a  step 
in  the  right  direction ;  but  it  did  not  reach  far  enough  to  relieve,  in 
the  slightest,  most  of  the  shippers  and  conmiunities  from  the  evils 
from  which  they  were  suffering.  It  was  soon  found  that  the  Inter- 
J^tate  Commerce  Commission,  created  imder  this  law,  needed  more 
power  than  Congress  had  jrranted  to  it.  In  June  of  1906  the  Hep- 
l>urn  law  was  passed,  granting  the  Interstate  Commerce  Commission 
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the  power  to  fix  rates.  A  penalty  also  attached  to  the  failure  of  the 
carrier  to  comply  with  the  orders  of  the  commission ;  so  that  while 
theretofore  the  commission  had  been  compelled  to  sue  for  the  en- 
forcement of  its  orders,  now  it  became  necessary  for  the  carriers  to 
sue  and  arrest  the  orders  of  the  conunission  when  the  carriers  found 
fault  with  such  orders.  Still  lacking,  however,  was  a  central  foriun 
with  authority,  under  the  law,  to  review  the  questions  of  law  upon 
which  the  orders  of  the  Interstate  Commerce  Commission  could  be 
reviewed.  The  jurisdiction  to  review  such  orders  was  vested  in  the 
various  circuit  courts  of  the  country,  and  there  being  many  of  them, 
a  carrier  against  which  an  order  had  issued  re<|uiring  the  perform- 
ance of  certain  things  or  the  abstention  from  discrimmating  against 
certain  shippers  or  communities  was  privileged  to  invoke  the  juris- 
diction of  the  circuit  court  of  its  principal  place  of  business. 

There  was,  in  the  absence  of  a  central  court,  no  question  as  to  the 
wisdom  of  Congress  in  compelling  the  carrier  to  go  into  the  circuit 
of  its  principal  operating  office.  The  operation  of  the  law,  however, 
made  it  extremely  difficult  for  the  complaining  shipper  and  for  the 
Interstate  Commerce  Commission  itself  to  properly  present  tlie  case 
of  the  Government,  as  manv  of  these  iurisdictions  are  remotely 
located  from  the  central  body,  the  Interstate  Commerce  Commission, 
which  issued  the  order. 

To  illustrate  the  hardships  from  which  both  the  complaining 
shipper  and  the  Interstate  Commerce  Commission  suffered,  let  atten- 
tion be  called  to  the  statement  of  a  former  attorney  of  the  commission 
before  the  House  Judiciary  Committee,  that  the  first  case  which  he 
had  was  an  injunction  issued  against  the  commission  in  California. 
Bear  in  mind  that  under  the  law  the  commission  is  required  to  replv 
to  the  motion  for  injunction  within  five  days  after  it  issues.  Cali- 
fornia is  five  days'  distance  from  Wa.-^hington,  so  that  the  attorney 
to  whom  reference  is  made  stated  that  he  had  to  board  the  first  train 
goin^  to  California  without  opportimity  to  consult  with  the  com- 
mission, without  opportunitv  to  examine  law  authorities  as  to  the 
question  of  law  involved  in  the  injunction,  but  had  just  time  to  reach 
tne  court  in  California  on  the  final  day  granted  the  commission  to 
file  its  answer.  He  pointed  out  the  difficulties  surroundins:  his  move- 
ments and  the  impossibility,  at  that  distance  from  ^yashington,  to 
advise  with  the  commission  or  to  provide  opportunities  to  examine 
the  legal  authorities  upon  the  point  of  law  involved  in  the  injunction. 

This  is  cited  simplv  as  an  example  of  the  difficult  situation  of  the 
old  circuit  court  jurisdiction,  under  which  the  commission  and  the 
shippers  labored. 

Prior  to  the  Hepburn  Act  injunctions  were  seldom — and,  in  fact, 
hardly  ever — resorted  to,  because  of  the  fact  that,  under  the  old  act, 
it  was  incumbent  upon. the  commission  to  resort  to  the  courts  to 
enforce  its  orders,  and  therefore  the  carriers  were  universally  de- 
fendants. After  the  passage  of  the  Hepburn  Act,  which  included 
in  its  scope  a  penal  clause,  the  railroads  had  to  submit  to  the  orders 
of  the  commission  or  make  themselves  amenable  to  indictment  for 
failure  to  comply  with  the  orders;  hence,  to  continue  to  do  the  thing 
prohibited  by  the  commission,  as  the  result  of  its  order,  and  still 
escape  the  penalty  imposed  by  law,  it  became  necessary  for  the  rail- 
roads to  resort  to  writs  of  injunction.  That  they  did,  and  lavishly, 
too.    Aside  from  the  difficulties  just  recited,  the  expenses  to  the 
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Government  and  the  shippers  were  enormciis.  The  inconveniences 
to  aU  pai-ties  concerned,  save  the  railroads,  were  unbearable.  The 
delays  were  fearful.  This  situation  became  so  aggravated  that  a  cen- 
tral court,  known  as  the  Commerce  Court,  was,  in  1910,  organized 
under  an  act  of  Congress. 

Now,  under  the  law,  an  order  of  the  commission  lives  for  two  years 
from  the  date  of  its  issuance.  Delay  in  trying  injunctions  on  ac- 
count of  this  scattered  jurisdiction  was  such  that  the  railroads  were 
often  able,  even  though  they  lost  their  case  when  finally  decided  by 
the  Supreme  Court,  to  entirely  defeat  the  order  of  the  commission 
by  simply  dragmng  the  triaf  beyond  the  two-year  limit — the  life 
ii{  the  order.  Thus  it  fi-equently  (occurred  that  while  the  carrier  lost 
its  case  by  the  decision,  it  had  won  it  through  the  courts*  delay.  It 
was  a  case  of  "  heads  I  win,  tails  you  lose  "  that  the  carriers  were 
playing  with  the  commission  and  the  shippers. 

True  it  is  that  the  Supreme  Court  took  the  position  that  even 
though  the  order  complained  of  had  lapsed  and  under  the  law  no 
longer  existed,  and  that  the  decision  rendered  by  that  high  court 
was,  so  far  as  the  particular  order  complained  of,  of  no  value,  yet, 
in  order  to  facilitate  the  workings  of  the  Interstate  Commerce  Com- 
mission, the  court  proceeded  to  render  judgment  in  such  cases  so  as 
to  afford  the  commission  and  the  railroads  precedent  for  the  future 
guidance  of  the  one  and  as  a  warning  to  the  other  not  to  resort  to  such 
writs  in  similar  future  cases. 

One  would  naturally  think  that  the  commission  could  reissue  the 
order  after  it  had  won  its  case  before  the  Supreme  Conrt,  but  under 
the  terms  of  the  law  tha^  could  not  be.  for  the  reason  that  one  of  the 
rights  reserved  to  the  courts  in  reviewing  the  orders  of  the  com- 
mLssion  is  that  there  shall  be  some  evidence  l)efore  the  commission 
upon  which  the  given  order  issued.  This  is  a  ju>t  provision  of  the 
law.  But  it  must  be  admitted,  at  the  same  time,  that  in  cases  such 
as  above  just  recited  it  compels  the  commission  to  reopen  the  en- 
tire matter  and  take  up  the  entire  question  in  order  to  reissue  the 
order  maintained  by  the  Supreme  Court  the  commission  had  a  right 
to  issue. 

Xow,  as  these  orders  apply  to  all  railroads  upon  which  the  traffic 
is  carried  fix)m  the  shippmg  point  to  the  point  of  destination,  it  was 
an  easy  matter,  when  the  order  was  i-eissued  by  the  commission,  for 
an  affected  railroad  other  than  the  one  which  secured  the  first  in- 
junction to  resort  to  another  injunction  in  another  circuit  court,  and 
by  simply  alleging  some  differences  as  l)etween  its  contention  with  the 
commission  as  compared  with  the  contention  of  the  other  railroad 
which  obtained  the  first  injunction,  which  the  Supreme  Court  had 
already  decided,  by  dragging  ihe  suit  in  the  courts  to  thus  escape 
altogether  the  commission  s  order. 

Thus  it  was  that  the  shippers  found  it  difficult  to  enforce  their 
rights,  even  though  the  commission — in  which  all  shippers  have,  let 
me  add.  everv  confidence — was  striving  to  the  full  extent  of  the 
power  vested  m  it  to  afford  them  the  relief  which  they  asked. 

Then,  too,  in  the  latter  case  two  years"  lapse  of  time  changed  trans- 
portation conditions,  and  that  of  itself  permitted  the  reinvocation 
of  the  injunction  power  of  the  court  on  the  part  of  the  railroads. 

No  sooner  had  been  passed  the  act  creating  the  Commerce  Court, 
compelling  all  railroatk  to  get  into  one  court  for  the  trials  of  in- 
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junctions  against  the  commission,  when  the  railroads  began  to  plead 
in  that  court  for  a  broad  review  of  the  orders  of  the  Interstate  Com- 
merce Commission. 

The  first  session  of  the  Commerce  Court  was  held  in  April  of  1911. 
The  Attorney  (General,  actinff  for  the  Government  and,  of  course,  for 
the  Interstate  Commerce  Commission,  contended  for  a  narrow  juris- 
diction, and  this  alarni'^d.  naturally,  the  representatives  of  the  rail- 
roads throufifhout  the  United  States. 

Mr.  Alfred  P.  Thom  voluntarily  appeared  before  the  court  as  a 
meml>er  of  the  advisory  committee,  representing  "  a  very  large  pro- 
portion of  the  railr(»ad  mileace  of  the  Unitea  States.''  and  state*! 
that  his  committee  represented  nearly  100,000  miles  of  the  mileage 
of  the  railroads. 

He  appeared,  he  said,  in  behalf  of  this  committee  representing 
these  railroads,  and  "  the  vastness  of  the  issue,"  to  use  his  langua^re, 
"  and  its  vital  influence  upon  the  future  of  the  court  and  upon  the 
future  of  the  administration  of  these  propositions  is  such  that  we 
felt  that  we  would  be  justified  in  asking  to  be  allowed  to  fippear  and 
to  be  heard  upon  the  extent  to  which  the  Commerce  Court  has  juris- 
diction to  enjoin  an  order  of  the  Interstate  Conunerce  Commis- 
sion *  *  *  to  throw  any  light  we  may  be  able  to  throw  upon 
this  vital  question  in  its  formative  period." 

Tlie  Attorney  General's  office  offered  no  objection,  and  not  only 
Mr.  Thom.  who  is  the  general  counsel  of  the  Southern  Railway^  but 
Mr.  Walker  D.  Ilines,  chairman  of  the  executive  committee  of  the 
Atchison,  Topeka  &  Santa  Fe  Railway  system,  asked  for  10  days 
in  which  to  file  printed  briefs. 

In  the  Procter  &  Gamble  case  some  of  the  railroad  companies  filed 
answers  contending  that  the  court  had  no  jurisdiction,  but  subse- 
quently.they  withdrew  tliese  objections  and  contended  for  the  broad- 
est of  court  review  of  all  orders  of  the  commission,  administrative  or 
otherwise,  including  the  power  to  inquire  into  and  determine  the 
facts  in  each  particular  case  as  well  as  the  law  involved  in  the  orders 
of  the  commission. 

Mr.  Hines  argued — 

It  is  inconsistent  witli  our  principles  (if  povernment  to  ninlco  such  a  trfbuiinl — 
the  Interstate  Commerce  C\nnmissiou — the  flual  jndpe  either  on  the  facts  or 
the  law  as  to  matters  which  are  within  its  power.  •  •  *  It  is  the  duty 
of  a  court  to  inquire  into  and  to  determine  the  facts  on  which  the  proper 
determination  of  a  constitutional  right  depends. 

Another  counsel  of  the  railroad  urged  that  the  court  had  power 
to  enjoin  the  findings  of  the  commission  granting  reparation  to  a 
shipper,  even  though  the  statiite  otherwise  provided  for  the  disposi- 
tion of  such  findings. 

Still  another  counsel  of  the  railroad  contended  that  the  power  of 
the  court  was  broad  enough  to  annul  an  order  of  the  commission 
appointing  an  examiner  to  take  testimony  and  to  enjoin  such  exam- 
iner from  proceeding  in  the  investigation  before  the  commission. 

It  was  repeatedly  and  strenuously  argued,  that,  despite  decisions 
of  the  Supreme  Court  to  the  contrary,  which  were  declared  mere 
dicta  and  without  binding  force,  regardless  of  w^hat  the  law  was.  the 
courts  would  in  time  sustain  their  arguments  and  that  the  law  must 
ultimately  be  thus  changed  in  their  favor  by  judicial  construction. 
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The  decision  of  the  Supreme  Court  in  the  Procter  &  Gamble  case 
sets  at  rest  all  of  these  contentions. 

Xow,  it  is  apparent  for  what  purpose  the  railroads  contended  for 
this  broad  review.  When  the  jurisdiction  to  review  orders  of  the 
commission  was  in  the  circuit  courts  the  railroads  were  able,  by 
adroitly  invoking  the  power  of  injunction  in  that  circuit  court  whose 
docket  was  crowded  with  cases,  or  which  was  at  great  distance  and 
inconvenient  for  the  commission  and  the  Attorney  General's  office, 
to  so  delay  matters  as  to  escape,  for  the  greater  part,  the  effect  of  the 
order  given  against  them  by  the  commission ;  and  in  some  cases  they 
were  enabled  to  entirely  evade  such  orders  through  delays  in  the 
courts. 

As  this  jurisdiction,  by  the  act  of  1910,  had  been  focused  in  a 
central  court,  they  at  once  saw  there  would  be  expedition  in  the 
trial  of  these  cases  and  that  expedition  meant  effectiveness  in  the 
commission  and  quick  compulsory  obedience  to  just  orders  issued 
by  that  body. 

"  It  was  but  natural  tiiat  they  should  desire  the  review  as  broad  as 
possible,  because  the  broader  the  review  the  longer  it  would  take  to 
determine  the  case,  and  the  longer  the  case  dragged  in  the  courts 
the  more  beneficial  it  was  to  the  railroads.  Thus  we  find  them  plead- 
ing for  a  review  of  the  facts  in  the  face  of  the  specific  declaration  of 
Congress.  The  review  of  the  facts  upon  which  the  commission  issued 
the  order  reopened  the  entire  case  and  permitted  delays  which  must 
prove  beneficial — ^very  beneficial — to  their  interests  and  injurious — 
very  injurious — ^to  the  shippers. 

The  Procter  &  Gamble  decision  set  at  rest  tliese  contentions  and 
thereafter  cases  were  more  quickly  disposed  of  by  the  courts,  much 
to  the  distress  of  the  carriers,  as  they  were  resisting  in  every  w*y 
the  enforcement  of  orders  of  the  commission.  But,  while  settling 
this  matter  properly,  the  Proctor  &  Gamble  case  went  further  and 
decided  that  the  act  of  Congress,  while  conferring  the  right  of  re- 
view of  ^e  law  involved  in  affirmative  orders,  which  are  universally 
directed  against  the  carrier,  it  did  not  recognize  such  a  right  of 
review  of  uie  law  on  what  are  known  as  "  negative  orders,"  which  are 
simply  refusals,  on  the  part  of  the  commission,  to  grant  the  request 
of  uie  complaining  shipper  or  the  complaining  community  and  to 
order  the  carrier  against  which  the  complaint  is  directed  to  do  the 
thing  prayed  for  or  to  desist  from  doing  the  thing  complained  of. 

The  great  body  of  shippers  throughcuit  the  country  at  once  began 
til  petition  Congress  to  amend  the  law  so  as  to  give  them  a  day  in 
i-'Murt.  Since  the  Procter  &  Gamble  decision  they  have  in  vain  pe- 
titioned Congress  day  after  day  to  have  the  hiw  of  orders  against 
them  reviewable  by  the  courts.  Many  bills  have  been  introduced 
and  one  of  them,  at  least,  the  Borland  bill  of  the  last  Congress,  was 
reported  upon  favorably  by  the  Judicially  Cominittee,  but  too  late 
in  the  session  to  permit  its  consideration.  Coincident  with  this 
moveinent  of  the  shippers  was  inaugurated  a  countermovement  look- 
ing to  the  abolishment  of  the  Commerce  Court.  Xo  one  seems  to  be 
able  to  explain  its  origin.  All  that  is  known  is  that  the  movement 
is  active  and  virile,  and  appears  on  the  eve  of  success. 

Now.  there  are  80  district  courts,  and  the  bills  which  have  been 
introduced  looking  to  the  abolishment  of  the  Commerce  Court  and 
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vestinj^  its  iurisdiotion  in  the  district  courts  leaves  it  optional  with 
I  lie  nulroaJs  to  enjoin  orders  of  the  commission  in  any  court  where 
extending  the  lines  of  the  complaining  carrier  or  carriers;  nay,  more^ 
iinv  <•<  iirt  through  which  the  traffic  travels. 

The  campaign  to  carry  out  this  idea  has  been  managed  very 
adroitly.  It  has  not  been  a  camj>aign  in  the  open,  nor  hare  those 
who  are  directing  it  revealed  themselves,  nor  have  they  focused  the 
iittention  of  the  public  upon  the  real  object  which  they  seek. 

In  the  Prwter  &  (lamble  case  the  ("ommerce  Court  declared,  as 
every  shipper  believed  it  was  recited  in  the  law,  that  it  had  the 
right  to  review  the  law  where  the  commission  declined  to  issue  an 
order  or  issued  what  is  commonly  known  as  a  "  negative  order.'"* 
This  was  clearly  in  the  interest  of  the  shipper.  It  was  that  for  which 
the  shipper  contended.  The  shipper  believed  he  had  been  accorded 
this  right  when  he  secured  at  the  hands  of  Ccmgress  the  right  of 
court  review  of  the  cjrdcrs  of  the  Interstate  Commerce  Commission. 
There  seemed  nothing  more  illogical  than  to  say  that  Congress,  act- 
ing at  the  i)ehest  of  shippers  to  remove  the  inequalities  of  freight 
(barges,  having  created  a  commission  and  a  court,  would  grant  to  the 
lailroads,  which  had  opposed  the  creation  of  both,  the  right  to  enter 
a  court  and  contest  the  legality  of  an  order  issued  against  it,  ami 
vet  under  the  same  conditions  would  deprive  the  shipper  of  the  same 
right. 

Still  the  question  was  not  so  much  of  justice,  in  so  far  as  the  courts 
were  concerned,  as  of  written  law,  and  the  Supreme  Court  f<iund 
that  there  was  no  such  authority  in  the  law  creating  the  commis^-ion 
5»nd^  vesting  jurisdiction  of  review  in  the  courts. 

Now,  one  would  think  that  the  railroads  theretofore  pleading  for 
broad  review  would  have  applauded-  this  decision  of  the  Commerce 
Court.  Instead,  they  adroitly  turned  the  attention  of  the  country 
to  what  they  claimed  was  the  disposition  of  the  Commerce  Court  to 
enlarge  its  power  of  n*view  beyond  the  scope  c(mtemplated  by  Con- 
gress. They  claimed  that  in  doing  so  the  court  sought  to  encroach 
upon  the  power  of  the  commission,  that  it  sought  to  supplant  the 
judgment  of  the  commission  with  its  own  judgment,  and  imme- 
diately war  was  started  upon  these  lines.  In  truth,  the  shippers 
were  those  who  had  the  right  to  complain  and  did  complain,  not  that 
the  Supreme  Court  had  reversed  the  Commerce  Court,  but  at  the 
failure  of  Congress  to  give  them  the  same  right  of  review  in  the 
(oui-ts  which  it  had  given  to  the  railroads.  So  vociferous  and  in- 
sistent were  these  charges  made  and  reiterated  that  the  entire  situa- 
tion beccmie  obscure.  Pr(»judice  and  suspicion  against  the  court  be- 
came general.  Its  every  act  was  misconstrued;  it  was  daily  at- 
tacked; its  life  was  demanded;  its  existence  must  be  suppressed.  It 
is  very  easv  for  anvone  who  has  sfiven  thought  to  the  matter  to 
aj)preciate  from  what  quarter  these  contentions  came.  Clearly,  the 
railroads,  which  at  first  had  pleaded  for  this  broad  review,  were  not 
in  a  position  subsequently  to  criticize  the  court  because^  it  had  >ought 
to  give  a  review  beyond  the  letter  of  the  law.  Clearly,  the  shippers 
who  weiv  and  are  now  demanding  a  right  for  the  review  of  "  nega- 
tive orders ''  could  have  no  complaint  that  the  Commerce  Court, 
upon  their  contention,  had  interpreted  their  power  to  mean  that  they 
could  review  the  law  of  such  "  negative  orders.''    The  purpose  of  the 
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movement  was  obvious.  The  railroads,  having  been  driven  into 
one  court,  and  finding  that  there  was  promptness  in  decision 
whicli  gave  equal  justice  in  an  expeditious  way,  finding  that  they 
were  unable  to  have  that  court  rcAaew  the  facts  of  the  case  in  order 
lo  prolong  the  litigation,  were  attracting  the  attention  of  the  public, 
ill  prejudice  against  the  court,  hoping  that  it  would  be  destroyed 
i^nd  its  jurisdiction  scattered  to  the  four  winds  of  the  Republic  and 
opening  to  them  every  district  court  of  the  United  States.  The 
lUH^es^arv  and  unnecessary  court  delays  obyiously  retard  the  enforce- 
nient  of  the  orders  of  the  commishion,  resulting  in  advantage  to  the 
carriers,  and  to  the  carriers  alone.  "  It  now  takes  that  court  about 
nine  months  to  make  effective  an  order  of  the  commission,  once  an  in- 
junction has  been  granted,"  says  the  railroad?.  Under  the  circuit- 
c<nirt  system,  it  took  more  than  21  months,  on  an  average.  The  aver- 
age period  of  9  months,  which  it  now  takes  under  the  central-court 
v^vstem  of  review,  is  being  gi*adually  shortened,  as  the  jurisdiction  of 
that  court  becomes  better  known  and  the  questions  involved  in  the 
law  regulation  transportation  are  l^etter  unoeivtood  by  the  judges. 

Take  that  jurisdiction  and  scatter  it  in  the  80  different  district 
courts.  This  will  be  the  result :  That  the  average  time  for  deter- 
mining these  matters  in  court  will  be  even  moi-e  than  21  months,  as 
formerly  under  the  circuit-court  jurisdiction.  But,  as  the  order  of 
the  Interstate  Commerce  Commission  lives  l)ut  24  months,  the  c<m- 
tesi  over  any  order  of  the  commission  by  the  railroad  simply  secur- 
ing an  injunction  from  any  one  of  the  district  courts  in  the  United 
Slates,  it  will  be  easily  able  to  suspend  indefinitely  the  enjoined  order 
of  the  commission. 

It  is  not  so  much  the  court  that  the  railroads  would  like  to  destroy, 
but  they  easily  understand  that  the  destruction  of  the  central  court 
of  review  is  the  destruction  of  the  commission  itself. 

If  a  system  of  judicial  trial  can  require  more  time  to  dispose  of  the 
law  of  an  order  than  the  life  of  the  order  itself,  clearly,  then,  no 
contested  order  of  the  commissicm  can  ever  become  effective,  and  the 
commission  is  converted  from  a  rate-making  body  into  an  arbitration 
body  without  power  to  enforce  its  orders.  Only  those  orders  of  the 
commission  as  are  consented  to  by  the  railroa(is  themselves  can  he 
made  effective.    All  others  must  fail. 

This  is  a  return  for  the  railroads  to  the  good  old  days  of  rampant 
discrimination  by  rebate  for  and  against  shipj>ers  and  communities 
carried  on  in  contravention  of  the  law  and  justice  and  fair  play,  even 
in  face  of  positive  orders  of  the  commission,  by  the  medium  of 
simply  dragging,  through  the  invocation  of  the  power  of  the  writ 
of  injunction,  the  commission's  ordei*s  into  the  court  to  be  finally 
decided  only  after  the  orders  themselves  have  died. 

The  recall  of  the  Commerce  Court  by  those  who  seek  to  recall  it 
has  not  been,  as  I  have  said,  an  open  fisrht.  Twice  in  the  last  Con- 
gress jokers  were  placed  in  appropriation  bills  to  abolish  the  court 
und  vest  its  jurisdiction  in  the  United  States  district  courts.  Such 
method  of  legislation  is  not  approved  by  right-thinking  people. 
Twice  the  President  has  been  compelled  to  veto  appropriation  bills 
l>ecause  of  these  jokers.  One  of  them  carried  even  a  recall  of  the 
judges.  At  this  very  second  this  latter  proposition  is  eml)odied  in 
an  appropriation  bill  which  has  already  passed  the  House  an<l  been 
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favorably  reported  to  the  Senate.  So  we  see  exercised  through  an 
inorderly  system  of  leg^islating  the  vicious  doctrine  of  the  ix»call  of 
courts  and  of  the  recall  of  judges. 

Now.  how  was  this  last  attempt  against  the  court  brought  about  i 
Eleven  of  the  21  members  of  the  Interstate  and  Foreign  Commerce 
Committee  petitioned  the  Appropriations  Committee  to  include  iii  the 
pending  deficiency  bill  a  provision  recalling  this  court.  The  bill 
Itself  providing  for  this  was  submitted  to  the  committee.  It  was 
known  as  the  Smis  bill.  It  was  introduced  bv  Mr.  Sims,  of  Tennessee, 
referred  to  the  Interstate  and  Foreign  Commerce  Committee,  of 
which  he  is  a  meml)er,  and  though  this  committee  is  not  permitted 
except  by  unanimous  or  caucus  consent  to  report  any  bills  at  this 
time,  nevertlieless,  bj'  a  majority  of  one  of  that  committee,  by  way  of 
petition,  forwarded  the  Sims  bill  to  the  Appropriations  Committee 
of  the  House,  with  the  request  that  it  again  be  made  a  joker  in  the 
pending  deficiency  bill. 

A  mere  glance  at  the  provisions  of  this  bill  as  recommended  sliows 
that  in  transferring  the  jurisdiction  of  the  Commerce  Court  no  pny- 
virion  was  made  to  review  the  orders  of  the  commission  in  cases 
pending  before  the  Supreme  Court.  There  were  20  such  cases,  of 
which  5  have  already  been  arsrued  and  taken  under  advisement  by 
the  Supreme  Court.  Thus  it  is  seen  that  in  this  inorderly  way  of 
legislating,  through  the  exercise  of  this  vicious  principle  of  the  recall 
of  courts,  it  was  proposed  to  embody  another  method  of  recall  which 
has  yet  found  no  defendant  even  among  the  most  radical  of  our 
citizenship,  to  wit :  To  take  out  of  the  hands  of  the  Supreme  Court 
of  the  Ignited  States,  nolens  volens,  cases  already  tried,  the  expenses 
of  which  have  already  been  incurred,  some  already  argued  and  sub- 
mitted to  that  court,  and  others  waiting  on  the  docket  for  argument 
and  submission.  It  was  proposed  to  jerk  these  cases  from  the  hands 
of  the  highest  tribunal  in  the  land,  outlaw  them  from  the  court  in 
disregard  of  the  law  creating  the  commission,  and  of  the  right  of  the 
vast  body  of  our  citizens  interested  in  their  final  adjudication. 

Many  of  these  cases  are  injunctions  resorted  to  by  the  Standard  Oil 
Co.  and  other  oil  companies,  and  the  others  by  railroads,  all  attack- 
ing orders  of  the  Interstate  Commerce  Commission,  seeking  to  relieve 
the  public  of  extortion.  If  that  bill  had  been  considered  deliberately 
by  a  committee,  having  knowledge  of  the  subject  matter,  no  such 
error  would  have  been  committed.  This  but  accentuates  the  sub- 
terfuge by  which  it  is  proposed  to  recall  the  court  and  the  danger 
of  this  inorderly  method  of  legislation.  Who  are  they  who  would 
recall  this  court  ? 

Xot  President  Wilson :  he  has  recommended  that  an  appropriation 
be  made  for  tlie  continuance  of  the  court  for  the  fiscal  year  ending 
June  30.  1914. 

Xot  the  Attorney  General.  So  far  from  advocating  the  recall  of 
this  court,  he  is  an  open  and  avowed  advocate  of  the  retention  of  the 
court  and  of  the  extension  of  its  jurisdiction  so  as  to  relieve  the 
Supreme  Court  of  its  crowded  docket.  That  court  needs  relief.  It 
decided  last  year  574  cases  and  left  604  on  its  docket  upon  its  recent 
adjournment. 

Xot  the  Interstate  Commerce  Commission:  for,  while  that  com- 
mission, with  proper  delicacy,  has  always  declined  to  indicate  what 
tribunal  should  review  its  orders,  yet  every  individual  member  of  the 
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eomiuission  who  has  so  far  spoken,  has  favored  the  retention  of  the 
court-  They  easily  under^stand  that  the  abolition  of  the  court  will 
destroy  the  usefulness  of  the  commission. 

Not  the  shippers  of  the  country.  They  have  appeared  through 
coimsel  and  representatives  and  committees,  by  letters,  telecrrams,  and 
petitions.  They  have  thus  appeared  before  committees  of  Congress, 
p<*r?onally  or  through  representatives,  by  hundreds  and  thousands, 
asking  not  only  for  the  continuance  of  the  court,  but  that  further 
and  more  jurisdiction  be  given  to  it. 

None  of  these  would  be  benefited  b}'  such  abolition  c^f  the  court. 
Who  then  would  be  benefited  i  To  answer  this  is  to  discover  what 
heretofore  has  been  concealed — those  who  would  recall  the  court. 

What  are  the  arguments  advanced  for  the  abolishment  of  the 
court  i  Bv  some  it  is  claimed  to  be  a  useless  court :  bv  others  that  it 
hampers  the  commission  in  the  performance  of  its  duties.  Still 
othei*s  contend  that  it  is  a  useless  expense  to  the  country.  And, 
again,  it  is  urged  that  the  court  is  of  prorailroad  proclivities.  These 
are  the  arguments  that  have  been  advanced  for  its  abolishment. 

A  court  can  not  be  said  to  be  useless  that  expedites  the  public  busi- 
ness and  hastens  the  distribution  of  justice  among  all  the  people. 

It  can  not  be  said  to  hamper  the  commission,  for,  since  its  creation, 
orders  of  the  commission  have  been  put  into  much  quicker  operation 
than  they  had  been  under  the  old  system. 

It  is  not  a  prorailroad  court  beyond  that  quality  found  in  it.  fixed 
by  the  law.  How  can  a  court  be  viewed  in  any  other  light  than  as 
favoring  one  class  of  people  when  only  that  class  is  permitted  to 
enter  its  portals  from  which  all  other  classes  are  excluded?  And 
right  here  it  may  be  proper  to  remark  that  the  failure  of  Congress 
to  permit  shippers  a  day  in  that  court  has  had  much  to  do  with  its 
unpopularity.  A  man  who  knows  he  can  be  hailed  into  a  tribunal 
when  it  is  decided  he  is  right,  and  yet  he  is  religiously  excluded  from 
that  tribunal  whenever  he  is  held  in  the  wrong,  is  apt  to  visit  the 
feeling  of  injustice  under  which  he  labors  upon  the  court  itself 
instead  of  upon  the  law  compelling  that  court  to  so  act.  This  has 
been  verv  cunningly  used  by  those  who  wish  to  abolish  the  court 
lo  prejudice  the  public  against  the  court.  The  Commerce  Court  has 
not  reversed  the  commission  more  times  than  has  the  Supreme  Court 
itself,  and  it  has  reversed  the  commission  less  times  than  formerly 
did  the  circuit  courts. 

It  is  testified  before  the  Judiciary  Committee  of  the  House  by 
United  States  Assistant  Attorney  General  Denison  that  the  orders 
of  the  commission  were  upheld  by  the  circuit  courts  in  only  42  per 
cent  of  the  cases,  by  the  Supreme  Court  in  56  per  cent,  anil  by  the 
Commerce  Court  in  67  per  cent. 

Apart  from  the  delay  alreadv  referred  to,  how  would  the  district 
court  jurisdiction  operate  ?  To  obtain  an  order  under  the  Sims  amended 
bill,  which  is  the  new  rider  pending  in  Congress  for  the  abolition  of 
the  court,  it  is  contemplated  that,  upon  the  issuance  by  the  commissicm 
of  an  order  against  the  carrier,  the  carrier  may  go  into  any  dis- 
trict through  which  the  fi'eight  moves,  when  the  judge  of  that 
district  shall  call  two  other  United  States  judges.  If  the  injunction 
order  is  granted,  then  this  special  court  of  three  judges  shall  be 
constituted  to  try  the  injunction.  Attorneys  for  the  Government 
will  have  to  rush  to  the  point  where  the  injunction  issued,  file  answer 
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within  five  days,  and  try  the  iniunrtion.  After  all  the  Commerce 
Court  is  not  aoolished.  It  is  only  the  substitution  of  86  commerce 
courts  for  the  one  proposed  to  l)e  abolished.  In  order  to  meet  these 
injunctions  throughout  the  country  it  will  l)e  necessary  for  the  (Jov- 
ernnient  to  employ  a  small  armv  cf  attorneys.  Inconyeniences  will 
be  felt,  enormous  expenses  mcurred,  hasty  answers  prepared  and 
filed,  and  in  fact  entirely  confusing^  methods  pursued.  Under  this 
system  attorneys  representing  the  Grovemment  will  have  more  use 
for  traveling  cases  than  bookcases,  and  moi^e  need  of  sleeping-car 
accommodations  than  office  accommodaticms. 

Under  present  conditions  the  Interstate  Commerce  Commission, 
with  national  jurisdiction,  is  centered  at  Washington.  The  Sunreme 
Court,  which  must  finally  pass  upon  such  questions  as  it  deciaes,  is 
plso  a  naticmal  body  and  centereil  at  Washington.  The  court  of 
original  reyiew  jurisdiction  should  be  a  national  bodv  and  likewise 
f*eiitered  at  Washington.  The  Commerce  Court  is  sucVi  a  court.  No 
one  is  inccmyenienced.  The  Goyenmieut  needs  but  few  attorneys 
to  attend  to  the  business  before  that  court.  No  trayeling  expenses 
are  incurred.  Libraries  are  at  hand  and  easy  of  access.  A  small 
trained  foix:e  is  continually  in  attendance  upon  that  court,  and  the 
people  necessarily  secure  the  most  adyantageous  presentation  of  their 
side  of  all  cases  in  their  contentions  against  the  railroads.  Pray! 
why  should  the  Goyernment  go  to  defend  its  citizens  against  injus- 
tice where  the  corporation,  its  creature,  may  beckon  (  Rather,  why 
should  not  the  creature — the  corporation — accommodate  itself  to  the 
conyenience  of  its  soyereign,  the  Goyernment f     Why? 

As  an  example  of  this  metluNl  let  us  assume  that  there  was  n<i 
C(unmerce  Court  when  the  tap-line  casos  were  decideil  l)y  the  Inter- 
state Commerce  Commission.  It  would  haye  been  found  prssible  to 
enjoin  the  commission  in  the  State  conrts  of  Louisiana  and  in  as 
many  Federal  courts  as  the  country's  lumber  traffic  moyes.  It  is  the 
opinion,  testified  to  before  the  Judiciary  Committee  of  the  House 
irom  the  office  of  the  Attorney  (ieneral,  that  it  would  haye  taken  five 
years  to  finally  pass  upon  the  law  of  these  cases.  It  is  in  evidence 
before  the  Judiciary  Committee  of  the  House,  from  the  Attorney 
General's  office,  that  in  the  intermountain  case,  under  the  bill  pro- 
posed by  Representative  Sims  and  now  part  of  the  pending  defi- 
ciency bill,  resort  could  have  been  had  m  any  court  between  the 
Atlantic  and  Pacific  coasts  or  in  substantially  every  district  court 
in  the  United  States.  There  were  20  railroads  involved  in  this 
injunction,  and  each  and  every  one  of  them  could  have  secured  an 
injunction  in  a  separate  court.  Until  the  determination  of  these 
cases  the  order  would  have  remained  su>|)ended.  It  is  safe  to  say 
that  it  would  have  taken  more  than  two  yeai-s  to  dispose  of  this  case. 
Yet  this  case  was  filed  before  the  Commerce  Court  in  October,  ar- 
gued, submitted,  and  decided  there,  and  argued  before  the  United 
States  Supreme  Court  in  the  following  February. 

In  the  water-line  cases  there  were  some  150  water  carriers  involved, 
injunction  having  been  resorted  to  as  to  four  of  them  being  consoli- 
dated in  one  case:  the  order  was  suspended  as  to  all  of  them  pending 
the  determination  of  the  injunction. 

In  the  pipe-line  case  suit  could  have  been  brought  in  each  of  the 
States  of  Kansas,  Ijouisiana,  Oliio,  Pennsylvania,  New  Jersey,  and 
New  York. 
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It  is  in  evidence  before  the  Judiciary  Committee  (House)  that  in 
a  case  arising  over  the  shipping  of  t'lorida  fruits  and  vegetables 
from  southern  Florida  injunction  can  be  resorted  to  in  any  court 
between  Key  West  and  Port  Barrow,  in  northern  Alaska. 

In  the  Nashville  discriminating  case — a  contest  between  the  citi- 
>.enb  of  Nashville  and  the  citizens  of  Atlanta — injunction  could  have 
been  resorted  to  under  the  provisions  of  the  pending  deficiency  bill 
in  either  court  of  the  districts  in  which  these  cities  are  located, 
though  the  contention  itself  was  a  rivalry  between  the  two  cities,  a 
very  undesirable  and  unsatisfactory  situation. 

The  California  lemon  case  could  have  been  tried  in  any  district 
iourl  between  California  and  New  York.  With  the  Commerce  Court 
in  existence  these  many  cases,  in  each  instance,  were  consolidated  and 
tried  as  one.    The  economy  of  time  and  money  is  at  once  apparent. 

In  the  Shreveport  ca.se,  which  was  a  contest  between  the  railroad 
commissions  of  Louisiana  and  Texas,  resort  would  have  been  had  in 
one  of  the  courts  in  Texas  or  in  one  of  the  courts  in  Louisiana. 
Would  that  have  been  desirable  ? 

Dees  anyone  believe  that  these  cases  would  have  been  tried  as 
promptly  and  with  as  little  bias  as  they  were  tried  in  ihe  Commerce 

Court?  " 

Now,  who  will  benefit  by  such  confusion  as  is  now  proposed  ?  Clearly 
not  the  shippers  of  the  country,  and  it  is  equally  clear  that  the  effect- 
iveness of  the  commission,  instead  of  being  enhanced  by  such  a  change 
of  jurisdiction,  must  be  hampered  necessarily  if  its  usefulness  is  not 
absolutely  destroyed.  Many  who  have  thought  over  this  subject  be- 
lieve that  it  is  but  an  effort  on  the  part  of  some  of  the  carriers  of  the 
country  to  escape  supervision  from  the  commission;  though  many 
other  carriers,  not  very  profitable  in  recent  years,  have  gone  into 
this  movement  with  a  view  of  returning  to  the  old  system  which  will 
benefit  their  stockholders  or  so  impair  the  regulation  of  them  as  to 
create  universal  dissatisfaction  with  private  ownership  of  railroads, 
and  thereby  force  the  sentiment  for  the  Government  to  acquire  and 
operate  them  under  Federal  ownership.  Not  all  of  the  railroads 
have  joined  in  this  movement.  Some  of  them  are  satisfied  that  the 
regulations  to  which  they  must  submit  under  the  law  is  just;  that 
the  rapidity  with  which  their  complaints  are  decided  since  the  es- 
tablishment of  the  Commerce  Court  aids  the  legitimate  adjustment 
of  their  rates  so  as  to  deal  fairly  with  its  patrons. 

As  an  example  of  this  let  me  quote  from  a  letter  written  by  the 
vice  president  and  general  counsel  of  one  of  the  New  England 
railroads.  The  quotation  is  used  with  the  consent  of  the  recipient 
of  the  letter. 

In  part,  it  reads  as  follows : 

I  have  thought  of  yon  fre<|ueiul.v  during  these  last  months,  and  of  what 
fteeniH  to  me  an  unwise  and  unjust  action  by  Congress  In  attempting  to  termi- 
nate the  Commerce  Court.  From  the  standiwint  of  a  railroad  man,  perhaps  I 
<»ught  to  l)e  glad  that  we  can  go  hack  to  the  district  courts  and  have  all  of  the 
delays  and  confusions  arising  from  congesteil  dockets  and  different  lines  of 
decisions,  but  I  hoi»e  that  my  sense  of  duty  as  a  citizen  overtops  my  railroad 
prejudices. 

Before  the  Senate  Appropriations  Conmiittee  Mr.  Thom,  of  the 
Southern  Railway,  expressed  similar  sentiments  in  most  forcible 
style. 
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lis  move  to  ubolisli  tli«  Commerce  Court  is  a  retroactive  step — 
most  retroactive  one  whieli  has  ior  many  years  been  taken  in 
^ess.  It  is  fi-ftwglit  with  much  ill  for  the  gi-eiit  boiiy  of  the 
rican  jieople.  It  is  ponght  to  bo  hnmper  tlie  proper  reyiilation 
ansporlation  lines  as  to  permil  undue  advantage'^  lo  be  given  to 
I'ite   individuals  and  communities  over  other  individmiU  and 

iider  it  lies  the  opportunity  for  return  to  the  day>  of  rebate,  in 
lieir  confusion  and  with  all  their  iinjui^t  practices.  It  will  afford 
pportuiiity  for  undue  profits  in  radroad  stocks.  It  will  niani- 
y  destroy  the  usefulness — nay.  the  ver^-  life — of  the  Intei-slate 
merce  Commission,  and  will  result  in  a  general  public  demand 
the  Government  acquire  the  railroads  of  the  country, 
hat  the  people  of  this  country  demand  at  the  hanil-  of  Congress 
)t  the  abolishment  of  the  Commerce  Court  and  the  recall  of  its 
;es,  but  the  extension  of  the  juri.Mliction  of  that  court,  so  that  the 
t  shipping  public  may  have  its  day  in  that  court,  just  as  Coa- 
i  had  graciously  granted  this  just  right  to  the  railroads,  *o  that 
iglit  have  jurisdiction  over  certain  du-ses  of  cn^s  like  insular 
i,  patent  cases,  appeals  from  the  Conrt  of  Claims,  bankruptcy 
^.  Canal  Zone  cases,  and  appeals  by  raih'oads  in  the  matter  of 
)hysical  vahiation  of  their  property,  so  as  to  relieve  the  Supreme 
rt  of  its  crowded  docket. 

id  the  people  will  not  be  satisfied  should  Congress  hand  them  n 
?  when  they  ask  for  bread. 
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SOUTH  AMERICAN  TRADE— AN   OPPORTUNITY   BUT 

NOT  A  SPECIAL  PRIVILEGE 

Efforts  to  increase  exports  from  the  United  States  to  the  countries 
of  Central  and  South  America  have  been  part  of  the  foreign  policy  of 
every  administration  at  Washington  since  the  first  Pan-American  Con- 
ference, more  than  twenty  years  ago. 

During  all  that  time — through  the  Pan-American  Union  and  its 
publications,  through  commercial  organizations  of  various  kinds,  and 
through  the  newspapers  and  magazines — a  continuous  propaganda  in 
the  interest  of  increased  exports  to  the  Latin-American  countries  has 
been  carried  on.  The  net  result  has  been  that,  in  the  fiscal  year  ended 
June  30,  1914,  sales  of  goods  from  the  United  States  to  all  the  countries 
south  of  Mexico,  except  Panama — the  foreign  trade  of  which  has  been 
largely  incidental  to  the  digging  of  the  Canal — amounted  to  less  than 
one-quarter  of  the  value  of  our  exports  to  the  United  Kingdom  of 
Great  Britain  and  Ireland,  and  our  sales  to  the  little  country  of  Holland 
were  approximately  of  the  same  value  as  to  all  the  enormous  territory 
embraced  in  Argentina,  Brazil,  Colombia,  Peru,  and  Uruguay. 

These  comparisons  might  be  thought  to  indicate  that  the  campaign 
for  Latin- American  trade  has  been  without  results :  but  this  is  not  wholly 
true,  for,  while  our  exports  to  Central  and  South  America  are  relatively 
small,  the  trade  is  growing.  In  the  ten  years  from  1904  to  1914,  exports 
to  Central  and  South  American  countries,  exclusive  of  Panama,  increased 
141  per  cent,  as  compared  with  an  increase  of  but  59  per  cent  in  exports 
to  all  the  other  countries  of  the  world. 

Large  as  the  percentage  of  increase  has  been,  however,  it  has  not 
kept  pace  with  the  growing  demand  which  has  resulted  from  the  great 
material  development  which  has  taken  place  in  many  of  the  countries, 
for,  of  the  total  imports  into  the  Central  and  South  American  countries, 
exclusive  of  Panama,  less  than  14  per  cent  are  from  the  United  States. 
Analyzing  the  figures  more  closely,  we  find  that  the  Central  American 
countries,  with  relatively  very  small  imports, — ^slightly  over  $35,000,000 
per  year — buy  48  per  cent  of  their  foreign  purchases  in  the  United 
States,  while  the  South  American  countries,  with  total  imports  amounting, 
in  round  numbers,  to  $1,029,000,000  per  year,  buy  only  12  per  cent  frcMH 
the  United  States.  The  remaining  88  per  cent  of  imports  into  the  South 
American  countries  have,  heretofore,  been  drawn  almost  entirely  from 


Europe  and  have  been  made  up  very  largely  of  commodities  that  can  be 
successfully  produced  in  the  United  States. 

The  practical  problem  confronting  the  manufacturers  and  merchants 
of  this  country,  and  especially  those  of  the  Southern  States,  with  their 
advantageous  geographical  relation  to  Central  and  South  America,  is  that 
oi  selling  to  those  countries  a  larger  percentage  of  the  goods  which 
they  buy  abroad. 

At  the  moment  our  people  have  two  important  advantages  witli 
respect  to  this  trade.  One  is  the  opening  of  the  Panama  Canal, 
bringing  the  markets  of  the  Pacific  Coast  of  Central  and  South  America 
into  closer  relation  with  our  Atlantic  and  Gulf  ports.  The  other  is  the 
European  war,  which  has,  for  the  time  being,  curtailed  manufacturing 
in  the  principal  countries  of  Europe,  thrown  their  finances  into  disorder, 
and  disarranged  the  ocean  carrying  trade  of  the  world.  These  great 
events  in  the  world  drama  have  caught  the  imagination  of  the  American 
people,  but  it  is  unfortunate  that  many  of  us  have  assumed  that  they 
have  created  for  us  a  special  privilege.  The  fact  is  that  they  have  cre- 
ated for  us  an  opportunity,  but  it  is  only  another  opportunity  to  win 
the  rewards  which  follow  sustained  and  intelligent  effort. 

The  South  American  countries  have  heretofore  bought  largely,  in 
the  order  named,  from  Great  Britain,  Germany,  and  France,  three  of 
the  nations  now  involved  in  war.  Because  the  war  has  practically 
stopped  shipments  from  Germany  and  has  greatly  reduced  those  from 
•Great  Britain  and  France,  the  actual  situation  presents,  as  I  have  said, 
-a  notable  opportunity  for  the  manufacturers  and  merchants  of  the 
United  States:  but  we  should  not  be  deceived  into  believing  that  South 
American  trade  is  a  plum  ready  to  fall  into  our  hands  without  our  even 
taking  the  trouble  to  shake  the  tree.  A  large  and  profitable  business 
with  those  countries  can  be  built  up,  but,  like  everything  else  worth 
having,  it  can  be  secured  only  by  persistent  and  continued  effort. 

If  this  effort  is  to  be  made  along  the  most  intelligent  lines,  we 
should  first  dispose  of  some  of  the  fallacies  relative  to  our  trade  with 
the  South  American  countries  which  seem  to  be  rooted  in  the  popular 
mind.  First  of  these  is  the  assumption  that  products  of  the  Uniteil 
States  have  not  heretofore  made  much  progress  in  the  South  American 
markets.  The  fallacy  of  this  is  shown  by  the  increase  in  10  years  of 
141  per  cent,  to  which  I  have  already  referred.  Other  fallacies  are 
that  our  manufacturers  and  merchants  will  not  conform  to  the  South 
American  system  of  credits,  that  they  will  not  pack  their  goods  so  as 
to  meet  the  requirements  of  transportation  to   South  American  ports 


and  inland  carriage  from  those  ports,  and  that  there  is  a  lack  of  steam- 
ship facilities  between  our  ports  and  those  of  South  America.  The 
answer  in  each  case  is  the  increase  of  141  per  cent  in  business  actually 
done.  Those  of  our  exporters  who  have  made  a  serious  effort  to  secure 
South  American  trade  have  conformed  to  the  South  American  system 
of  credits — indeed,  it  is  one  of  the  difficulties  of  the  present  situation, 
that,  in  many  cases  in  the  past,  they  have  done  so  to  their  cost,  for 
when  the  long-time  credits  which  they  gave  have  matured,  they  have 
been  met  by  requests  for  extensions  and  even  by  absolute  failure  to  pay. 
Those  who  have  gone  into  the  trade  and  stayed  in  it  know  all  about  the 
requirements  for  packing  for  each  particular  market  down  to  the 
smallest  detail.  There  are  regular  lines  of  steamers  from  New  York 
to  all  of  the  principal  South  American  countries  and  lines  from  other 
Atlantic  and  Gulf  ports  to  some  of  them,  and,  under  normal  conditions, 
there  has  never  been  any  great  difficulty  in  securing  a  tramp  steamer  at 
any  port  for  a  solid  cargo. 

There  have  been  more  serious  obstacles  to  a  larger  development  of 
trade  to  the  Central  and  South  American  countries  than  the  alleged 
conditions  relative  to  credits,  packing,  and  shipping  facilities.  The  first 
of  these  is  the  fact  that  relatively  few  of  our  manufacturers  and  mer- 
chants have  had  an  effective  desire  to  get  into  that  trade.  In  view  of  the 
universal  acclaim  which  greets  every  movement  that  is  inaugurated  in 
the  interest  of  developing  this  trade,  this  may  seem  like  a  broad  state- 
ment: but,  when  I  say  that  many  of  our  manufacturers  and  merchants 
do  not  have  an  effective  desire  to  engage  in  this  trade,  what  I  mean 
is  that  they  do  not  want  it  enough  to  go  after  it  and  get  it  and  hold  it 
by  the  only  means  by  which  it  can  be  obtained  and  held — ^persistent  and 
intelligent  effort.  The  fact  is,  that,  when  business  conditions  in  the 
United  States  are  normal,  our  home  demand  has  been  such  that  many 
manufacturers  have  had  no  difficulty  in  disposing  of  their  entire  output 
in  the  home  market.  They  would  be  glad  to  sell  goods  in  the  South 
American  markets  if  the  prices  were  just  right  and  the  business  came 
to  them  without  serious  effort  on  their  part,  but,  in  such  times,  they  do 
not  need  this  business  enough  to  spur  them  on  to  make  any  serious  effort 
to  get  it.  It  is  only  in  times  of  business  depression  in  the  United  States 
that  they  feel  a  serious  need  for  broader  foreign  markets. 

Wonderful  as  the  development  of  manufacturing  in  the  United 
States  has  been,  we  can  as  yet,  under  normal  business  conditions,  spare 
only  AI/2  per  cent  of  our  manufactured  and  partly  manufactured  goods 
for  export,  whereas,  under  normal  conditions,  the  great  industrial  na- 


tions  of  England,  Germany,  France,  Belgium  and  Holland  must  look  to 
foreign  markets  for  the  sale  of  60  per  cent  of  their  manufactured  goods* 
In  other  words,  one  of  the  reasons  why  these  European  countries  have 
outdistanced  the  United  States  in  the  competition  for  the  markets  of 
South  America  is  that  the  European  manufacturer  needs  those  markets 
much  more  than  his  competitor  in  the  United  States  and  more  than  we 
will  need  them  until  we  manufacture  at  home  a  larger  percentage  of  our 
raw  materials  and  correspondingly  increase  our  production  of  manu- 
factured goods.  I  may  illustrate  this  by  referring  to  cotton.  Taking 
one  year  with  another,  about  two-thirds  of  the  cotton  crop  of  the  South 
is  exported  in  the  form  of  raw  cotton,  and  fabrics  made  of  this  fibre 
make  up  a  large  percentage  of  the  total  shipments  from  European  comi- 
tries  to  South  America.  Obviously,  if  we  are  to  secure  any  greatly 
enlarged  proportion  of  the  cotton  goods  trade  of  those  countries,  we 
must  keep  more  of  our  cotton  at  home  and  manufacture  the  goods  here. 

The  system  that  has  prevailed  in  some  lines,  of  having  goods 
handled  solely  by  commission  merchants,  has  doubtless  been  less  favor- 
able to  the  development  of  South  American  trade  than  would  be  a 
system  of  direct  selling.  Like  some  of  the  rest  of  us,  the  commission 
merchants  often  find  it  necessary  or  expedient  to  conduct  their  business 
in  the  interest  of  the  immediate  tangible  profit  rather  than  the  interest 
of  building  an  enduring,  and  so  an  ultimately  more  profitable,  commerce. 
In  the  South  American  trade,  I  am  informed,  this  practice  has  operated 
so  to  increase  the  final  selling  prices  in  South  American  markets  that 
the  competition  of  American  manufactures  with  European  goods  has 
been  put  at  a  disadvantage  for  which  the  American  manufacturer  is  not, 
himself,  responsible.  I  do  not  criticize  the  commission  merchants,  for 
I  appreciate  what  their  own  problem  has  been,  but  I  venture  to  suggest 
that  they  are  only  pioneers  and  that  the  largest  use  of  our  present 
opportunity  must  be  based  on  another  system  of  trade.  The  industry 
proposing  to  enter  the  South  American  trade  can  undoubtedly  secure 
the  largest  results  if  it  will  send  its  own  selling  force  into  the  field,  or> 
what  is  perhaps  necessary  in  many  cases,  organize  with  others  in  allied 
lines  of  business  for  co-operative,  but  direct,  representation. 

La  Prensa,  the  leading  newspaper  of  Buenos  Aires,  discussing  this 
subject  in  a  recent  issue  illustrated  the  advantage  of  direct  selling  as 
follows : 

"A  piece  of  agricultural  machinery  which  an  American  manu- 
facturer prepares  for  export  and  delivers  on  board  in  New  York, 
free  of  all  charges,  for  $25,  is  sold  in  Buenos  Aires  for  $75  or  $100, 


as  the  middlemen  here  and  there,  generally  English  or  Germans, 
make  profits  which  frequently  exceed  those  made  by  the  manufac- 
turers themselves. 

"If  the  manufacturers  had  sales  houses  in  Buenos  Aires,  and 
would  do  business  in  the  manner,  and  on  the  terms  current  in  the 
market,  their  sales  would  be  multiplied  by  a  hundred,  and  instead 
of  receiving  the  $25  above  mentioned  they  would  get  double,  and 
even  then  the  article  would  come  out  25  to  50  per  cent  cheaper  to  the 
Argentine  consumer." 

There  is  another  point  which  we  should  all  bear  in  mind.  It  is  of 
the  utmost  importance.  If  our  trade  with  the  Central  and  South  Amer- 
ican countries  is  to  be  built  on  a  solid  foundation,  it  must  be  reciprocal 
in  character.  However  polite  they  are,  the  South  American  peoples 
will  not  buy  from  us  for  sheer  love  of  us  or  even  from  necessity :  they 
want,  or  we  want  to  induce  them  to  want,  to  trade  with  us.  They  are 
high-spirited  peoples  who  achieved  their  political  independence  largely 
for  the  purpose  of  avoiding  being  exploited  in  trade  as  they  were  for 
centuries  under  Spanish' dominion.  We  must,  therefore,  recognize  that 
our  exports  to  each  country  are  to  be  paid  for  by  the  things  which  we 
buy  from  that  country.  Fortunately,  under  present  conditions,  that  is 
easy  for  us.  Taking  Central  and  South  America  as  a  whole,  there  is 
today  a  substantial  margin  for  our  exports,  for,  in  round  numbers, 
the  value  of  our  imports  from  those  countries  exceeds  the  value  of  our 
exports  to  them  by  $100,000,000  a  year.  That  hundred  million  dollars 
may  be  said  to  measure  the  margin  for  trade  expansion  which  it  should 
be  our  first  endeavor  to  fill  up. 

Another  thing  that  must  be  borne  in  mind  is  that  a  lending  country 
is  much  more  advantageously  situated  for  the  development  of  trade  with 
a  borrowing  country  than  is  a  country  which  is  itself  a  borrower.  The 
United  States  is  a  borrowing  country.  The  European  coimtries  which 
have  been  engaged  most  largely  in  the  South  American  trade  have 
been,  with  the  exception  of  Germany,  lending  countries,  and,  although 
the  Germans  have  been  borrowers,  they,  as  well  as  citizens  of  the  other 
European  countries,  have  made  large  investments  in  South  America. 

Growing  out  of  this,  the  financial  relations  of  the  Central  and  South 
American  countries  have  largely  been  with  Europe.  Bonds  of  their  gov- 
ernments are  held  in  Europe,  many  of  their  transportation  and  industrial 
enterprises  have  been  financed  by  European  investors,  bills  for  purchases 
of  goods  from  other  countries  have  almost  uniformly  been  paid  through 
London,  and  banking  facilities  have  largely  been  afforded  by  branches 
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4)f  European  banking  houses.  An  immediate  result  of  this  is  that  the 
European  war  has  profoundly  disturbed  financial  conditions  in  every 
Central  and  South  American  country.  Coincident  with  this,  and  accel- 
erated by  it,  has  been  a  recession  of  property  values,  consequent  upon 
the  collapse  of  boom  conditions  in  some  of  the  countries  of  several  years 
duration. 

Such  a  condition  was  foreseen  by  an  intelligent  commercial  trav- 
eler, who,  writing  from  Brazil  prior  to  the  beginning  of  the  European 
war,  said: 

**So  long  as  Europe,  which  is  by  far  the  heaviest  buyer  of 
South  American  products,  has  a  full  purse  and  the  optimism  to 
invest  or  to  lend  cash  for  industrial  and  other  purposes  here,  the 
wheels  go  round  happily  and  almost  without  friction ;  but  let  Europe 
have  use  for  its  money  at  home,  let  the  people  or  the  governments 
either  refuse  to  invest  or  actually  recall  money  already  offered  to 
South  America,  a  shudder  goes  through  financial  circles  in  this  part 
of  the  world.'' 

The  condition  which  was  thus  foreshadowed  has  been  brought  about, 
and,  as  a  result,  the  purchasing  power  of  the  Central  and  South  American 
peoples  has  been,  for  the  time  being,  seriously  impaired  and  the  inune- 
diate  outlook  for  securing  for  the  United  States  a  large  proportion  of 
the  trade  which  formerly  went  to  Europe  is  not  so  bright  as  it  would 
otherwise  be.  This  emphasizes  the  importance  to  our  people  of  giving 
attention,  at  this  time,  to  measures  to  bring  about,  as  far  as  may  be 
practicable,  a  readjustment  of  the  financial  relations  of  those  countries. 
A  long  step  in  this  direction  has  already  been  taken  by  one  of  the  leading 
national  banks  of  New  York,  which  has  opened  a  branch  in  Buenos 
Aires,  is  arranging  to  open  another  in  Rio  de  Janeiro,  and  is  contem- 
plating extending  its  business  into  other  South  American  countries.  We 
may  reasonably  expect,  therefore,  that,  whatever  may  be  the  ultimate 
effect  of  the  European  war  on  the  financial  systems  of  the  countries 
involved,  our  exporters  will  find  these  branch  banks  substantially  helpful 
and  that,  to  some  extent  at  least,  South  American  bills  will  be  settled 
through  New  York  instead  of  through  London. 

Although,  as  I  have  pointed  out,  there  have  been  ample  shipping 
facilities  for  all  of  the  trade  between  the  United  States  and  Central  and 
South  America,  it  can  not  be  questioned  that  there  would  be  some  advan- 
tage in  having  a  larger  proportion  of  this  business  carried  under  the 
American  flag.     Speaking  of  conditions  that  have  heretofore  prevailed, 


the  Ambassador  of  one  of  the  Latin-American  countries  recently  ob- 
served that  the  United  States,  in  this  respect,  was  somewhat  like  a  great 
department  store  with  its  shelves  full  of  a  vast  variety  of  goods  for  sale 
but  without  its  own  delivery  service  and  dependent  upon  a  delivery 
service  operated  by  its  rivals.  What  happens  to  the  business  when  the 
hired  delivery  service  goes  on  strike  is  only  to  be  expected.  While  I 
believe  it  is  possible  for  us  largely  to  increase  our  business  with  the 
Latin-American  countries,  whether  or  not  it  shall  be  performed  by 
American  ships,  there  is  undoubtedly  much  truth  in  the  old  adage: 
''Trade  follows  the  flag." 

Some  phases  of  the  existing  situation  are  favorable  and  some  are 
unfavorable,  but,  taking  all  the  conditions  as  they  are,  I  venture  to  say 
that  this  is  the  most  favorable  opportunity  that  our  people  have  ever 
had,  and  probably  the  most  favorable  that  they  ever  shall  have,  to  build 
up  a  great  and  growing  export  trade  to  South  America. 

While  the  present  business  depression  and  deranged  financial  con- 
ditions in  the  South  American  countries  are  unfavorable  to  any  large 
immediate  increase  in  trade,  the  natural  wealth  of  those  countries  has 
been  in  no  way  decreased  and  an  improvement  in  conditions  is  inevitable 
sooner  or  later.  However,  it  would  be  a  mistake  for  our  merchants 
and  manufacturers  to  wait  for  better  conditions  before  making  an  effort 
to  enlarge  their  markets  in  South  America.  They  should  get  into  the 
field  at  once,  for,  whatever  may  be  the  final  outcome  of  the  war  now 
in  progress,  its  conclusion  is  sure  to  find  our  European  rivals,  or  some 
of  them,  once  more  in  the  field.  The  length  of  time  during  which 
European  competition  will  be  slackened  will  depend  very  largely  upon 
the  durati(Hi  of  the  war  and  upon  its  after  effects  in  decreasing  the 
productiveness  of  the  countries  involved.  Unless  the  loss  of  life  shall 
be  so  great  as  very  appreciably  to  diminish  the  labor  available  for 
productive  enterprises,  I  doubt  whether  the  after  effects  upon  the  volume 
of  European  industrial  production  will  be  of  long  duration.  On  this 
point  John  Stuart  Mill,  after  pointing  out  that  capital  is  kept  in  existence 
from  age  to  age  not  by  preservation  but  by  perpetual  reproduction,  says : 

"This  perpetual  consumption  and  reproduction  of  capital  affords 
the  explanation  of  what  has  so  often  excited  wonder,  the  great  rapid- 
ity with  which  countries  recover  from  a  state  of  devastation;  the 
disappearance,  in  a  short  time,  of  all  traces  of  the  mischiefs  done 
by  earthquakes,  floods,  hurricanes,  and  the  ravages  of  war.  An 
enemy  lays  waste  a  country  by  fire  and  sword,  and  destroys  or 
carries  away  nearly  all  the  movable  wealth  existing  in  it :  all  the  inhab- 
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itants  are  ruined,  and  yet  in  a  few  years  after,  everything  is  mudi  as 
it  was  before.  This  vis  medicatrix  naturae  has  been  a  subject  of 
sterile  astonishment,  or  has  been  cited  to  exemplify  the  wonderful 
strength  of  the  principle  of  saving,  which  can  repair  such  enormous 
losses  in  so  brief  an  interval.  There  is  nothing  at  all  wonderful 
in  the  matter.  What  the  enemy  have  destroyed,  would  have  been 
destroyed  in  a  little  time  by  the  inhabitants  themselves:  the  wealth 
5}  which  they  so  rapidly  reproduce,  would  have  needed  to  be  repro- 

4  duced  and  would  have  been  reproduced  in  any  case,  and  probably 

2  in  as  short  a  time.     Nothing  is  changed,  except  that  during  the 

ly  reproduction  they  have  not  now  the  advantage  of  consuming  what 

had  been  produced  previously.    The  possibility  of  a  rapid  repair  of 

their  disasters,  mainly  depends  on  whether  the  country  has  been 

depopulated.     If  its  effective  population  have  not  been  extirpated 

I  at  the  time,  and  are  not  starved  afterwards;  then,  with  the  same 

skill  and  knowledge  which  they  had  before,  with  their  land  and 
its  permanent  improvements  undestroyed,  and  the  more  durable 
buildings  probably  unimpaired,  or  only  partially  injured,  they  have 
nearly  all  the  requisites  for  their  former  amount  of  production. 
If  there  is  as  much  of  food  left  to  them,  or  of  valuables  to  buy  food, 
as  enables  them  by  any  amount  of  privation  to  remain  alive  and  in 
working  condition,  they  will  in  a  short  time  have  raised  as  great 
a  produce  and  acquired  collectively  as  great  wealth  and  as  great  a 
capital  as  before,  by  the  mere  continuance  of  that  ordinary  amount 
of  exertion  which  they  are  accustomed  to  employ  in  their  occupa- 
tions. Nor  does  this  evince  any  strength  in  the  principle  of  savings 
in  the  popular  sense  of  the  term,  since  what  takes  place  is  not  inten- 
tional abstinence,  but  involuntary  privation." 

If,  then,  we  are  to  profit  by  the  temporary  slackening  of  Europeaii 
competition,  we  should  make  every  effort  to  be  firmly  established  in  the 
South  American  markets  before  our  European  rivals  are  prepared  to  make 
the  aggressive  efforts,  which  they  assuredly  will  make,  to  recover  the 
ground  they  have  lost.  It  is  a  situation  which,  I  repeat,  calls  for  per- 
sistent and  continued  effort  and  especially  for  immediate  effort. 

In  conclusion,  let  me  say  that  this  opportunity  exists  largely  for  the 
manufacturers  and  merchants  of  the  South,  for  in  our  section  we  are 
producing  successfully  many  of  the  articles  which  the  South  American 
people  buy  outside  of  their  own  countries,  and  we  use  in  the  South 
large  quantities  of  the  commodities  which  they  can  supply  to  the  United 
States.  We  thus  have  the  basis  for  building  up  a  reciprocal  commerce 
which  will  bring  profit  to  our  Southern  manufacturers  and  merchants 
and  so  lead  to  increased  direct  transportation  facilities  between  their 
plants  and  our  Southern  ports  and  between  those  ports  and  South 
America. 
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PREFACE 


In  the  following  I  appeal  to  every  voter — ^no  matter  what 
party  or  creed. 

I  trust  the  most  conservative  will  admit  that  conditions  in 
this  world  are  not  as  good  as  they  could  be,  and  that  something 
should  be  done  to  improve  this  state  of  affairs. 

Further,  that  the  most  radical  ought  to  take  one  slice  of 
bread  rather  than  none. 

When  we  get  started  and  find  that  we  are  on  the  right 
track,  we  can  slowly  increase  speed,  but  we  must  be  careful  not 
to  tear  down  more  than  we  can  build.  The  man  who  tears  down 
his  house,  no  matter  how  poor  it  is,  before  he  has  a  better  one» 
is  a  fool. 

We  must  learn  of  nature.  It  does  not  create  grain  or  fruit 
in  an  instant.  We  must,  therefore,  have  patience  and  cultivate^ 
sow  and  weed  before  we  can  expect  to  reap  the  harvest. 

Whenever  I  criticise  the  government  in  this  booklet,  I  blame 
the  voters  as  they  elect  the  government,  and  when  I  make  any 
assertion  against  the  government,  I  do  so  against  myself  as  I 
am  a  voter. 

Whenever  "he"  is  mentioned  in  this  booklet,  "she,"  as  a  rule, 
is  also  meant.  You  will  find  some  things  repeated,  but  it  is  the 
constant  hammering  that  breaks  the  stone,  and  the  constant  drop 
of  water  that  hollows  same.  The  tattoo  alarm  clock  repeats  the 
same  over  and  over  again.  The  owner  may  hear  its  first  call,  but 
it  is  only  after  it  is  repeated  several  times  that  he  sits  up  and 
takes  notice — so  it  is  with  me.  I  keep  on  hammering,  pelting  and 
ringing  for  the  voters  and  hope  that  some  will  wake  up  and  see 
that  it  is  shortsightedness,  foolishness,  unprofitable  selfishness, 
and  laziness  that,  to  a  great  extent,  brings  about  the  miserable 
conditions  now  existing  in  this  world. 


Work  and  Happiness  to  Everybody 


How  long  will  it  be  before  the  majority  of  the  voters  are 
a-ware  that  it  will  be  possible  and  profitable  to  let  everybody  work 
and  thereby  make  their  own  living  and  laying  aside  a  sufllcient 
amount  for  their  burial,  instead  of  allowing  a  large  percentage 
to  be  idle,  live  in  want  and  misery,  and  when  they  die,  to  be 
buried  in  Potter's  field?  No  matter  how  little  they  are  allowed 
labile  they  live  and  how  little  it  costs  to  bury  them,  others  have 
to  toil  for  it  and  it  is  unfair  to  tax  those  because  others  are  com- 
pelled or  allowed  to  live  in  idleness. 

I  suppose  that  a  hundred  years  ago,  a  great  many  people 
thought  it  an  unsurmountable  undertaking  to  educate  all  the 
children,  yet  this  is  very  nearly  accomplished  to-day  in  the  civil- 
ized countries,  but  that  education  is  not  everjrthing  is  proven  by 
the  fact  that  many  well  educated  people  live  unhappily,  do  not 
succeed  in  life,  but  become  public  burdens,  even  commit  suicide, 
because  they  are  starving,  while  other  people,  who  do  not  know 
the  difference  between  an  "A"  and  a  "B*'  live  happily,  prosper 
in  their  way  and  are  good  citizens. 

That  the  civilized  nations  must  feel  that  they  are  reimbursed 
for  all  that  they  expend  on  the  children,  seems  to  be  proved  by 
the  fact  that  they  extend  and  improve  the  education  at  great 
costs. 

When  the  children  have  graduated  from  the  grammar  school 
or  are  of  a  certain  age,  the  government  takes  its  hand  off  them, 
and  is  no  longer  concerned  about  what  they  are  doing  unless 
they  come  in  conflict  with  the  law.  It  seems  to  me,  however, 
that  the  children  at  this  age  should  be  watched  by  the  government 
most  zealously,  as  they  Can  easily  be  led  astray. 

The  child  who  has  good  morals  and  good  parents  or  guard- 
ians does  not  require  watching,  but  for  the  one  who  has  weak 
morals  or  easy  going  parents  or  guardians,  there  is  great  danger, 
as  they  generally  fall  by  the  wayside.  Some  of  these  children 
have  had  little  or  no  religious  education.  I  think  the  public 
schools  should  teach  morals  that  do  not  conflict  with  any  civil- 
ized religion.     For  instance: — The  Ten  Commandments,  The 


Grolden  Rule  and  other  moral  laws  and  rules  which  would  lead 
them  through  life  so  that  they  would  not  fall  so  easily  into  temp- 
tation and  violate  the  laws.  They  should  also  be  educated  so  as 
not  to  be  a  prey  to  superstition,  fortune  tellers,  and  other 
swindlers. 

When  some  boys  leave  school,  they  are  too  young  in  their 
own  or  their  guardian's  opinion  to  go  to  work  or  they  are  too  lazy. 
They  have  been  taught  to  read,  and  one  dime  novel  after  another 
is  devoured.  They  seek  the  company  of  older  boys  who  are  loaf- 
ing around  and  before  they  become  aware  of  it,  they,  too,  have 
broken  the  law. 

From  bad  it  goes  to  worse,  and  at  the  best  they  will  be  the 
kind  that  are  the  last  to  be  hired  and  the  first  to  be  laid  off. 
While  they  work  they  only  earn  enough  to  live  from  hand  to 
mouth.  When  idle  they  are  a  nuisance,  one  way  or  another,  to 
the  community.  With  some  of  the  girls  it  is  about  the  same. 
They,  too,  read  the  trashy  literature,  become  love  sick  or  stage 
struck,  get  into  undesirable  company  and  are  an  easy  prey  for 
evil  people.  Why  allow  those  children  to  turn  criminals  ?  Their 
mothers  suffered  and  worked  for  them,  and  it  cost  their  fathers, 
as  well  as  the  community,  a  great  deal  to  rear  them. 

Why  should  it  be  less  grateful  and  less  profitable  to  see  that 
those  children  were  kept  on  the  right  track,  than  it  has  been 
to  give  them  an  education  ? 

The  idle  brain  is  the  devil's  workshop  and  the  idle  hand  is 
his  tool.  Therefore,  any  one  found  idle  should  be  set  to  do  some- 
thing that  is  good  for  himself  and  the  community.  No  matter 
how  rich  or  poor  the  children  may  be,  the  boys  should  be  taught 
a  trade  by  which  they  can  support  a  family.  They  should  also 
be  taught  to  cook  and  mend  garments  in  case  of  an  emergency. 

The  girls  should  be  taught  to  do  housework,  plain  cooking, 
sewing  and  to  take  care  of  a  baby. 

After  a  day's  work  is  over,  allow  them  to  have  some  whole- 
some pleasure — ^have  the  assembly-room  in  the  schools,  or  some 
other  hall,  open  for  them  so  that  they  can  meet,  dance  and  play. 
There  should  be  plenty  of  good  literature,  and  occasionally  lec- 
tures of  common  interest.  In  short,  the  school  should  be  the 
children's  second  home,  where  they  are  always  welcome  and 
where  there  is  some  one  to  look  after  them,  correct  their  man- 
ners and  give  them  good  advice.  If  children  are  taught  to  work 
and  behave  themselves,  they  will,  as  a  rule,  appreciate  it  and 
become  good  citizens.    At  any  rate  there  would  be  less  crimes 


committed^  and  what  that  would  cost  to  give  them  work  and 
i^holesome  pleasure,  would  soon  be  saved  in  the  criminal  depart- 
ment of  the  government. 

♦  ♦  *  ♦  ♦ 

I  have  so  often  heard  people  say  that  anyone  who  wanted 
to  ^work  always  could  find  work,  but  that  is  not  true.    No  man 
i^th  one  grain  of  sense  can  say  that  there  is  always  the  same 
demand  for  labor.    Now  then,  if  everyone  has  a  position  when 
business  is  good,  what  will  those  thousands  do  who  are  laid  off 
'When  business  is  dull  ?    As  a  rule,  it  is  the  less  skilled  workmen 
vt^ho  are  taken  on  last  and  the  first  to  be  laid  off.    While  they 
i^ork,  they  only  earn  enough  to  live  from  hand  to  mouth; 
vrhen  they  are  laid  off,  they  are  destitute.    They  search  for  work 
as  long  as  they  are  able  to  do  so.    When  hunger  and  cold  over- 
come them,  they  must  not  beg,  not  even  lie  down  or  commit 
suicide.    If  caught,  they  are  set  to  work  as  criminals.     (Is  that 
not  irony?)    All  they  are  allowed  to  do  is  to  walk  until  they  drop 
dead.    What  good  is  the  education  to  them?    Suppose  we  all  had 
the  education  of  a  professor,  the  strength  of  Hercules  and  were 
as  industrious  as  an  ant?    As  the  system  is  now,  some  one  has 
to  be  the  unfortunate.    No!  it  is  not  time  for  the  individual 
to  fight  alone.    The  greatest  nations,  the  richest  trusts,  the  big- 
gest unions  seek  their  allies.    The  down  and  out  man  without 
work  has  no  friend,  cannot  get  an  ally,  but  a  mob.    Yet,  when 
this  man  is  working  and  spending  every  penny  of  his  hard  earned 
money,  the  country  is  prosperous.    Therefore,  why  wait  until  he 
has  lost  confidence  in  himself,  lost  hope,  patience,  self-respect 
and  conmiitted  a  crime?    Are  we  not  farther  advanced  at  pres- 
ent?   Are  we  so  short-sighted,  narrow-minded,  and  unprofitably 
selfish  that  we  bite  off  our  noses  to  spite  our  faces? 

There  has  been  so  much  criticism  about  the  unemployed  who 
would  not  shovel  snow.  Yet  it  looked  to  me  that  there  were 
more  willing  hands,  than  there  were  jobs.  That  the  man  who  had 
never  done  any  manual  labor,  had  not  had  the  proper  nourish- 
ment for  some  time  and  was  not  properly  clad,  would  not  accept 
such  work,  he  should  not  be  judged  for  that.  The  person  who 
calls  such  a  man  lazy  is  not  fair.  He  or  she  may  have  shoveled 
snow  in  the  front  of  his  or  her  own  door  and  thought  it  an  easy 
task,  but  he  forgets  he  had  been  well  fed  and  clad  and  could  go 
in  and  change  his  footwear  whenever  h^  felt  like  it,  while  if  the 
man  above  described,  worked  a  day  in  the  snow  without  proper 
nourishment  and  with  cold,  wet  feet,  he  would  contract  a  cold 
that  would  kiU  him. 

If  a  contractor  who  hauls  the  snow  away  used  saddle  horses 
and  ponies  that  were  not  properly  fed  and  shod,  and  hitched 


them  to  big  trucks,  heavily  loaded  and  whipped  them  if  they  were 
balky,  he  would  be  punished  severely  by  the  government,  and 
nearly  everybody  would  think  he  deserved  it,  while  but  few  have 
sjnsipathy  for  the  weak,  starved  and  poorly  clad  man. 

Of  course,  there  are  many  who  will  not  work — ^they  are  im» 
posters  and  parasites.  "For  even  when  we  were  with  you,  tiiis 
we  conmfianded  of  you  that  if  any  would  not  work,  neither  shoidd 
he  eat."  No  sympathy  should  be  shown  to  them.  If  a  conscien- 
tious doctor  could  see  that  they  were  strong  enough,  had  sufficient 
food  and  were  suitably  clad,  they  should  be  made  to  work.  If 
they  refuse,  they  shoidd  be  whipped,  or  put  in  a  tread  mill,  or 
both. 

The  tendency  in  this  age  is  to  show  more  sympathy  for 
animals  than  for  human  beings.  If  a  man  has  no  work  for  his 
horses,  he,  however,  finds  it  profitable  to  feed  them.  If  he  does 
not,  he  will  be  severely  punished  by  the  government. 

When  a  man  has  no  work  for  his  employees,  he  simply  dis» 
charges  them.  Of  course,  the  single  individual  has  to  do  so  in 
order  to  protect  himself.  When  he  again  has  work,  he  expects 
to  get  help  that  has  been  fed  and  clad  in  order  to  be  able  to  do 
a  day's  work.  But  where  could  the  unemployed  liave  had  it  in 
times  as  the  present? 

With  a  Labor  Trust  on  the  left,  a  Money  Trust  to  the  rights 
a  sh<nrt-sighted  Government  in  the  back  and  Starvation  in  front 
of  them,  what  shall  the  unemployed  do  today?  What  good  is 
education  to  them  when  the  stomach  is  empty  and  the  body 
cold?  What  good  are  the  employment  bureaus,  when  there 
is  not  enough  work  to  go  around?  What  good  is  it  to  tell  them 
to  go  farming,  when  the  manure  which  makes  farming  profit- 
able, you  may  say  possible,  goes  into  the  cities'  sewers  or 
elsewhere,  is  lost? 

So  many  people  say  that  when  business  is  slack,  there  is 
an  over-production.  I  fail  to  see  how  there  can  be  an  over-pro- 
duction, when  there  are  hungry,  poorly  clad  people,  living  in 
quarters  not  fit  to  shelter  a  dog,  and  there  are  always  more 
people  that  live  that  way,  when  there  is  an  alleged  over-produc- 
tion, than  when  business  is  brisk.  Neither  can  I  see  where  those 
are  right  who  say  that  there  are  too  many  people  in  this  world, 
as  it  is  a  fact  that  the  wealth  has  increased  per  individual  ever 
since  the  history  was  written.  The  first  settlers  of  this  country 
had  to  work  hard  for  what  little  comfort  they  had.  George 
Washington  was  one  of  the  richest  men  of  his  time,  yet  he  did 
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not  live  as  comfortably  as  most  well-to-do  people  do  now.    That 
certainly  proves  that  the  more  people,  the  more  wealth. 

Wealth  is  produced  by  work.  Then  why  not  let  the  willinsr 
hands  work  in  order  to  produce  still  more  wealth? 

It  seems  to  me,  the  trouble  is,  we  have  not  heart  enough 
and  at  the  same  time  are  foolish  enough  to  allow  the  unemployed 
to  be  without  work. 

The  world  should  realize  that  the  unemployed  are  on  the 
pay  roll  anyway  and  that  the  time  they  waste  is  wasted  for  the 
community  in  which  they  reside. 

We  are  so  far  advanced  at  the  present  time,  that  many  of 
the  successful  firms  and  corporations  deem  it  profitable  to  give 
a  share  of  their  prosperity  to  their  employees,  but  the  nation  will 
not  give  a  share  of  its  over-production  to  the  unemployed  by 
^ving  them  work,  but  prefer  to  allow  them  to  live  in  idleness. 

Is  this  not  wrong? 

Suppose  ten  men  were,  for  some  reason  or  other,  marooned 
on  an  island  where  they  could  easily  make  a  living  if  each  one 
did  his  share  of  the  work.  Now,  if  one  of  them  refused  to  work, 
would  not  the  other  nine  of  them  compel  him  to? 

If  they  were  foolish  enough  to  feed  him  and  allow  him  to 
gain,  by  gambling  and  panhandling,  what  they  worked  for,  they 
would  be  the  laughing  stock  of  the  world ;  and  suppose  the  nine 
told  the  one  that  he  had  no  right  to  work  or  have  anything  to 
eat,  only  once  in  awhile,  thereby  keeping  him  in  misery,  would 
not  the  nine  be  severely  punished  when  rescued  from  the  island 
and  the  world  became  aware  of  their  cruelty?  They  could  con- 
sider themselves  lucky  if  they  were  not  lynched.  Would  it 
change  the  spirit  of  the  case  if  it  were  one  hundred  men  and 
ninety  of  them  were  the  oppressors  and  ten  the  oppressed  ?  In- 
deed, it  would  not.  Neither  would  it  change  the  wrong  if  there 
were  a  thousand  or  a  thousand  million  involved.  As  we  are 
marooned  on  that  little  island  in  the  Universe — called  the  Earth, 
we  are  not  a  particle  better  than  the  nine  men  on  the  little  island, 
and  we  will  be  held  responsible  for  our  misdeeds  and  our  follies 
when  called  away  from  here.  Therefore,  is  it  not  now  time  that 
it  be  proclaimed  throughout  the  world — ^That  whosoever  is  in- 
dustrious and  honest  shall  not  suffer  from  want,  but  shall  have 
plenty,  followed  by  whosoever  is  lazy  shall  be  made  to  work 
and  who  is  dishonest  shall  be  severely  punished,  and  let  the 
latter  two  rules  be  rigidly  enforced. 

As  I  said  before,  it  does  not  pay  to  farm  without  manure, 
but  the  farmers  can  not,  as  individuals,  get  enough  of  it  back  to 
the  farm.    The  cities'  population  think  it  is  to  their  advantage 


to  let  it  go  into  the  sewers,  or  otherwise  waste  it.    As  long  as 
this  practice  is  kept  up,  the  price  of  food  will  continue  to  advance. 

The  government  should  see  to  it  that  the  waste  be  stopped  as 
soon  as  possible,  that  fertilizers  be  manufactured,  guano  imported 
and  sold  to  the  farmers  at  cost,  or  even  less  than  cost. 

If  the  manure  had  been  brought  back  to  the  farms  when  the 
cities  were  founded  and  as  the  cities  spread,  the  black  soil  re- 
moved to  the  vacant  land,  the  villages  surrounding  the  cities 
would  have  been  gardens  thickly  populated  with  well-tondo 
farmers.  As  it  is  now  there  are  big  areas  of  waste  land  dose 
to  the  cities  and  the  food  products  have  to  be  transported  long 
distances. 

With  the  manure  and  other  waste  matter  returning  to  the 
farm,  the  population  would  also  return  to  their  most  natural 
livelihood,  which  is  farming.  More  food  stuff  would  be  pro- 
duced, and  with  better,  quicker  and  more  direct  transportation 
facilities,  the  farmer  would  make  more  profit  and  the  city  people 
would  buy  cheaper. 

With  the  intervention  of  the  government  it  could  be  arranged 
that  young  people,  especially  the  unmarried  ones,  go  to  the  coun- 
try in  the  summer  and  help  the  farmers  with  their  work,  and 
return  in  the  fall  to  the  city  and  factories.  Such  a  method  would 
be  very  healthy  for  the  young  people  and  a  benefit  to  the  country. 

The  government  must  have  the  power  to  control  and  must 
exercise  such  power.  An  engineer  would  not  keep  a  governor 
on  his  engine  if  it  did  not  work  properly,  nor  let  the  engine  stop 
or  run  wild  as  the  load  changes.  Neither  would  he,  if  he  had 
plenty  of  work  to  be  done  and  plenty  of  steam  on  his  boiler,  jam 
down  the  safety  valve  so  that  the  pressure  would  burst  the  fittings 
on  the  boiler  and  threaten  to  blow  up  the  boiler.  He  would  start 
his  engine  at  once  and  fix  his  governor  so  it  would  regulate  every 
stroke  of  the  engine. 

We  voters  are  the  engineers  and  there  is  plenty  of  work  to 
be  done.  Hungry  and  poorly  clad  persons  are  clamoring  for 
work  in  order  to  earn  a  livelihood,  but  we  jam  their  energy  down 
so  that  the  most  oppressed  and  sensitive  lose  patience  and  create 
trouble.  This  is  due  to  our  not  knowing  how  to  organize  the 
government  so  it  can  keep  affairs  running  smoothly. 

When  business  is  dull,  men  of  science  say  there  is  an  over- 
production, others  claim  there  are  too  many  people.  Again  I  ask, 
^'How  can  there  be  an  overproduction  when  there  are  hungry, 
poorly  clad  people  living  in  quarters  not  fit  to  shelter  a  dog  7^' 

How  can  there  be  too  many  people  when  the  f (xmI  is  decay- 
ing on  the  farms  and  in  the  stores,  when  clothes  are  lying 
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ai^aiting  buyers,   and  when  fine   houses  are   standing   idle? 

It  seems  to  me  that  it  is  just  a  plain  case  of  poor  management. 
It  ia  to  be  compared  with  a  person  who  has  eaten  too  much  and 
then  becomes  sick.  A  Doctor  would  call  such  a  case  indigestion 
and  order  a  purgative.  The  hard  times  are  nothing  but  business 
indigestion  and  need  only  a  purgative — not  one  that  kills  the 
alleged  superfluous  labor  or  destroys  the  alleged  over-production, 
but  simply  that  the  government  allow  the  starving  people  to 
earn  the  over-production  through  honest  work,  by  starting 
some  undertaking  or  improvement,  thereby  putting  money  into 
circulation  and  having  public  workshops  where  the  unem- 
ployed could  earn  their  living. 

Of  course,  it  should  be  gone  about  in  a  careful  way — not 
create  an  unfair  competition  to  private  business  that  has  been 
long  established  and  paid  fair  wages  to  its  employees,  but  give 
work  at  a  minimum  scale,  so  that  those  who  were  underpaying 
their  help,  would  be  obliged  to  raise  the  wages.  That  would  help 
the  conditions  a  great  deal,  as  many  employers  who  wish  to  pay 
their  help  living  wages  can  not  do  so  because  their  competitors 
underbid  them  due  to  their  hiring  help  at  starvation  wages. 

Suppose  a  farmer  with  a  large  family  of  grown  up  children 
lived  on  a  big  farm,  say  five  hundred  acres,  of  which  a  hundred 
were  cultivated,  and  suppose  he  had  a  bumper  crop,  so  much 
so  that  he  thought  it  would  not  pay  him  to  gather  it  all,  but  let 
some  of  it  rot  on  the  farm,  and  after  the  harvest  was  over,  he 
would  sit  down  in  his  easy  chair,  tell  some  of  his  children  that 
he  had  an  overproduction,  had  no  use  for  their  help  before  spring, 
they  could  only  get  the  leavings  from  the  table  and  sleep  in  the 
bam,  would  not  those  children,  no  matter  how  good  natured  they 
were,  harbor  an  ill  feeling  against  their  parent  and  kin? 

If  they  only  had  been  allowed  to  live  from  hand  to  mouth 
when  they  worked,  they  would  have  accepted  the  offer.  If  the 
farmer  had  been  foresighted  and  just,  he  would  have  kept  all 
of  them  working,  notwithstanding  the  over-production,  he  might 
have  shortened  the  working  hours,  then  he  would  have  cultivated 
more  of  his  farm,  made  improvements  and  erected  buildings  to 
house  the  increasing  stock  and  products.  We  can  all  see  that  he 
should  have  done  that,  but  so  few  of  us  can  see  that  the  govern- 
ment should  in  the  alleged  over-production  times  reach  out  and 
improve  and  build  up  the  country. 

But  the  government  allows  the  individuals  to  take  care  of 
themselves.  Those  who  have  only  earned  enough  to  live  from 
hand  to  mouth  become  a  public  burden  or  nuisance;  those  who 
have  managed  to  put  a  little  aside  will  too  often  run  short  before 
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their  fellow  citizens  hire  them  again ;  others  go  in  business  for 
themselves,  others  go  out  farming,  but  too  often  they  fail,  the 
former  because  the  competition  is  too  keen,  the  latter  because 
the  ground  will  not  yield  enough  to  make  it  profitable  to  till  it. 


Selfishness  is  the  mainspring  that  drives  the  world  ahead, 
therefore,  it  should  have  its  just  reward.  The  industrious,  inven- 
tive, and  saving  individual  should  not  be  trapped  by  the  greedy 
speculator  and  gambler,  nor  be  burdened  by  the  lazy  and  happy- 
go-lucky  ones. 

When  a  man  has  created  (produced)  or  invented  anything, 
the  government  should  see  to  it  that  he  enjoy  the  fruit  of  it  in 
peace,  and  not  be  robbed  by  the  capitalist. 

As  an  example,  where  the  industrious  and  saving  are  bur- 
dened by  the  lazy  or  happy-go-lucky,  I  would  mention  this:  In 
some  States  the  widows  are  given  a  pension.  Indeed  a  very  noble 
act,  as  circumstances  are  now  and  I  would  vote  for  that  myself,' 
but  why  not  see  that  every  man  earn  enough  to  pay  for  a  life 
insurance,  instead  of  taxing  the  man  who  worked  hard,  saved 
and  deprived  himself  of  pleasure,  sometimes  necessities,  for 
the  sake  of  providing  for  his  family  if  he  should  become 
disabled  oV  die? 

When  he  has  succeeded  in  putting  a  little  away,  he  is  taxed 
to  pay  for  his  neighbor's  wife  whose  husband  worked  as  little  as 
possible  or  earned  more  than  he  did,  but  often  spent  it  on  luxuries 
and  pleasures.  Why  punish  (tax)  the  saving  and  industrious 
and  reward  the  lazy  or  happy-go-lucky  ? 

The  government  (or  affairs)  is  now  run  like  a  clock  without 
a  pendulum.  It  is  either  a  feast  or  a  famine.  At  no  time  are 
all  the  individuals  doing  their  share  or  receiving  their  just 
reward.  The  government  should  be  the  pendulum  that  would 
tick  justice  to  everybody;  thereby  encourage  the  mainspring  to 
work  hard. 

Justice  is  generally  pictured  blindfolded.  I  would  suggest 
that  the  cloth  be  torn  from  her  eyes  and  a  magnifying  glass 
given  to  her  instead. 

In  the  last  one  hundred  years,  wonders  have  been  done 
toward  educating  the  people.  If  in  the  coming  hundred  years, 
as  much  will  be  done  toward  giving  everyone  a  chance,  and  com- 
pel the  idlers  to  provide  for  themselves  by  doing  something  useful 
for  the  community,  the  world  will  become  a  far  better  place  to 
live  in.  Education  without  an  opportunity  to  make  a  living, 
brings  only  discontent  and  unrest  for  the  energetic.  To  be 
allowed  to  idle  away  the  time  and  live  on  others'  proceeds, 
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destroys  the  character  and  leads  to  crime  that  creates  a  bad 

example  and  is  contagious.    In  the  past  much  has  been  done 

toi^ard  preventing  contagious  diseases  from  spreading,  but  very 

little  has  been  done  to  destroy  the  main  roots  to  crimes,  which 

are  idleness,  bad  literature  and  shows. 

*  *  *  «  * 

The  Christians  pray,  "Lead  us  not  into  temptation,  but  de- 
liver us  from  evil."  I  think  besides  praying,  we  should  do  some 
honest  work  to  remove  the  temptations  and  evils  in  this  world. 
We  would  then  have  a  better  conscience  to  face  our  Judge  on  the 
last  day.  Further  we  pray :  "Give  us  this  day  our  daily  bread." 
It  is  repeated  millions  of  times  each  day,  although  men  of  science 
claim  there  is  an  over-production.  Do  we  expect  (want)  our 
Creator  to  come  and  lead  and  feed  us  like  babies?  Have  we 
forgotten  that  we  are  set  on  this  earth  to  reign  and  conquer  it? 

Nature  has  granted  our  prayer  long  ago.  As  a  rule  it 
Iftves  its  reward  to  every  honest  e£Fort  to  make  a  living.  Of 
course  we  have  our  free  will,  if  we  insist  upon  living  against 
the  law  of  nature,  letting  a  large  percentage  be  non-productive, 
live  packed  together  in  skyscrapers  and  rob  the  soH  of  its 
resources,  we  must  take  the  consequences.  We  should  see  that 
everybody  could  and  should  earn  their  daily  bread,  then  thank 
and  praise  our  Creator  for  His  generosity,  that  He  has  se)ft  us 
in  this  magnificent  world  that  jrields,  what  men  of  science  call 
an  over-production. 

It  is  true  that  Nature  once  in  a  while  seems  to  be  cruel  by 
sending  us  an  earthquake,  flood,  draught,  etc.,  but  that  helps  to 
remind  us  of  our  weakness  and  smallness,  that  we  must  stand 
by  one  another  and  help  others  as  we  want  them  to  help  us  if 
we  are  in  distress.  On  such  occasions  our  hearts  generally  open 
up.  We  can  send  large  sums  of  money,  big  quantities  of  provi- 
sions to  those  stricken  people  who  live  in  distant  countries,  and 
whom  we  do  not  know,  while  our  neighbors  suffer  from  want. 
We  should  always  have  a  heart  for  our  fellow  citizens,  not  so 
much  by  giving  them  something  for  nothing.  I  think  charity, 
although  conducted  with  good  intentions,  has  spoiled  very  many 
I>eople.  It  weakens  their  energy  and  lowers  their  self-respect. 
Nature  gives  very  little  to  us  without  an  effort  from  ourselves, 
therefore,  we  should  follow  Nature's  example  and  teach  the 

weaker  by  honest  work  to  be  self-supporting. 

«  ♦  «  *  * 

I  would  compare  this  world  with  a  theatre,  where  everybody 
can  see  what  is  going  on  on  the  stage  and  where  everybody  can 
safely  come  and  go  when  there  is  no  panic,  but  as  soon  as  someone 
in  the  gallery  shouts  "Fire,"  there  is  a  panic.    Everybody  is  for 
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himself,  he  leaves  his  hat  and  coat,  jumps  from  the  balcony  and 
galleries  on  top  of  the  other  people,  tramples  on  the  prostrated 
and  weak,  tears  his  own  clothes  and  flesh  in  the  mad  rush  for 
safety.  When  he  reaches  the  street  he  only  realizes  what  damas^e 
he  has  done.  If  he  had  walked  out  in  an  orderly  manner  he 
would  not  have  lost  anything,  nor  been  hurt  at  all  or  done  any 
harm  to  his  fellow  citizens.  He  may  even  discover  that  there 
was  no  fire  at  all,  but  that  it  was  somebody  who  shouted  '*flre" 
in  mischief  or  spite. 

So  it  is  with  business.  When  everything  runs  smoothly  there 
is  work  for  almost  all,  but  when  some  one  up  in  finance  sees 
something  on  the  political  or  business  horizon  that  does  not  suit 
them,  they  shout  ''fire !"  by  withdrawing  money  from  the  business 
or  stop  the  money  from  circulating.  Others  follow  suit  and  the 
panic  or  hard  times  are  on.  When  the  panic  is  over  many  people 
in  business  have  been  ruined,  financially  and  physically.  The 
manual  labor  has  suffered  from  hunger  and  cold;  many  have 
died  from  lack  of  proper  care. 

So  much  has  been  done  to  save  lives  from  fire,  but  too  little 
has  been  done  to  save  people  from  idleness  and  its  associates — 
starvation,  exposure,  sickness  and  death. 

\  Someone  will  say  that  if  the  government  should  give  work 
to  the  unemployed,  it  would  only  be  to  make  room  for  more  graft 
and  swindle.  Well,  just  now  there  are  men  among  us  who  know 
how  to  deal  with  grafters  and  political  swindlers,  and  if  the 
public  show  their  appreciation  of  such  men  by  keeping  them  in 
office,  promote  and  pay  them  excellent  salaries,  and  if  these  men 
find  it  profitable  to  work  for  the  public,  they  will  continue  to  do 
so.  Others  will  then  follow  in  their  steps  and  gradually  all  the 
public  servants  will  be  excellent  men,  who  know  how  to  manage 
the  office  they  are  in. 

The  successful  corporation  and  firm  do  not  pick  their  men 
at  random,  but  carefully  select  those  who  have  had  experience 
in  similar  positions  and  when  they  prove  competent,  are  promoted 
and  their  salaries  raised.  Such  men  do  not  fear  anything, — ^but 
to  do  wrong.  They  know  that  as  long  as  they  do  what  is  right 
and  are  industrious,  they  will  be  taken  care  of,  no  matter  what 
happens.  If  the  voters  would  be  guided  by  such  an  example, 
there  would  be  still  better  men  in  their  service ;  we  would  have 
more  respect  for  the  government  (ourselves)  and  the  whole  world 
would  have  more  respect  for  this  country. 

Everybody  should  know  that  if  they  are  honest  and  indus- 
trious, they  will  get  their  reward.    That  reward  could  certainly 
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not  be  less  than  steady  work  at  a  living  wage.  Everybody 
should  also  know  that  if  they  are  dishonest,  lazy  or  neglectful, 
they  will  be  severely  punished. 

With  a  fair  and  sure  reward  ahead,  a  severe  and  just  pun- 
ishment behind,  a  conunercial  education  to  the  left,  a  good 
mcnral  education  to  the  right  and  a  competent  government 

above  them,  people  would  soon  become  better. 

«  *  «  *  * 

About  thirty-three  hundred  years  ago  the  commandment, 
"Thou  shalt  not  kill,"  was  written.  About  nineteen  hundred 
years  ago,  Christ  said  to  Peter :  "Put  up  again  thy  sword  into  its 
place,  for  all  they  that  take  the  sword  shall  perish  with  the 
sword."  How  true  this  prophesy.  Nation  after  nation  that  has 
risen  to  power  by  conquering  their  neighbors  by  brutal  force, 
have  themselves  been  conquered  and  torn  asunder.  Yet  the  world 
will  not  take  heed  to  the  warning. 

The  nations  that  call  themselves  Christians  and  civilized, 
jump  at  their  neighbors'  throats  like  brutal  bulldogs  at  a  slight 
provocation.  After  thousands  of  human  lives  have  been  lost  or 
crippled  and  millions  of  dollars  worth  of  property  destroyed, 
other  so-called  Christian  nations  step  in  and  mediate  the  trouble 
and  bring  about  peace. 

After  a  war  it  is  justice  that  the  one  who  has  suffered  and 
lost  most,  must  pay  indemnity  to  the  one  who  has  been  most  vic- 
torious, no  matter  what  the  cause  of  the  conflict  has  been.  The 
neutral  nation  sustains  the  victorious  nation's  demand  of  the 
conquered  one.  Justice  has  been  satisfied  in  the  eyes  of  the  so- 
called  Christian  and  civilized  world. 

Is  it  not  time  now  that  the  neutral  nations  step  in  before 
blood  has  been  shed  and  property  lost  and  see  that  real  Justice 
be  enacted? 

The  Christian  and  civilized  nations  believe  that  there  is  only 
one  God,  yet  when  two  Christian  nations  wage  war  on  one 
another,  each  nation  prays  to  God  to  help  to  conquer  the  other. 
Indeed,  a  parody  on  Christianity.  There  are  no  words  in  any 
language  that  can  express  such  Idiotism  and  Hypo-criticism. 
Imagine  two  brothers,  each  begging  his  father  to  help  him  kill 
his  beloved  son  ? 

The  Christian  and  civilized  nations  are  so  far  advanced  that 
they  do  not  allow  their  citizens  to  fight  a  duel.  If  they  are  caught 
doing  so,  they  are  punished  as  disorderly  persons.  As  a  whole, 
the  nations  cannot  see  that  honor  is  restored  by  shedding  blood 
among  their  respective  individuals,  but  demand  that  any  contro- 
versy must  be  settled  by  decision  of  the  courts.    How  then,  can 
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the  nations  believe  that  their  honors  can  be  restored  by  shedding 

innocent  persons'  blood,  and  by  imposing  taxes  on  persons  who 

have  no  interest  in  the  war? 

*  *  «  «  « 

It  is  said  that  sin  came  into  this  world  by  a  lie.  Then  why 
not  try  to  destroy  the  source  of  sin — ^by  going  for  the  biggest 
and  most  flagrant  lies,  and  thereby  bettering  this  world? 

When  election  campaigns  are  in  progress  the  one  party  ac- 
cuses the  other  parties  of  some  wrong  doing,  or  that  they  are 
responsible  for  some  evil  conditions  of  affairs.  The  leaders  pro- 
claim such  statements  from  the  platforms  and  allow  same  to  be 
printed  in  the  newspapers  alongside  the  contradictions  of  their 
opponents. 

Evidently  one  of  the  parties  is  telling  lies  and  whoever  it  is 
should  be  punished  most  severely  as  it  is  bewildering  for  the 
voters. 

The  candidates,  wilfully  telling  falsehoods,  are  not  fit  for 
even  the  lowest  office  in  the  country,  and  should,  therefore,  not 
be  tolerated. 

In  some  States  a  candidate  must  now  file  a  list  showing  how 
much  he  has  spent  in  the  campaign.  Would  it  not  now  be  time 
that  the  candidates,  public  speakers  and  editors  be  held  responsi- 
ble for  every  statement  they  make  during  the  campaigns  ? 

If  the  voters  could  believe  every  word  they  heard  or  read, 
they  could  vote  more  intelligently,  and  the  campaigns  would  not 
be  such  disgraces  as  they  are  now. 

GEORGE  W.  MOHR. 
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NOTE 

Early  in  the  last  century  a  Commission  was  sent  to  South 
America  by  the  American  Government.  This  delegation 
was  made  up  of  three  Conmiissioners :  CsBsar  A.  Rodney, 
John  Graham,  and  Theodoric  Bland;  H.  M.  Brackin- 
ridge  as  Secretary,  Wm.  T.  Reed,  and  Thomas  Rodney 
(son  of  one  of  the  Commissioners)  were  supemimierary 
members  of  the  party,  which  sailed  from  Norfolk,  Va.,  on 
the  frigate  Congress,  December  14,  1817. 

Later,  by  order  of  the  American  Government,  a  report  was 
published  setting  forth  the  object  of  their  visit.  This  re- 
port was  written  by  the  Secretary  of  the  delegation,  H.  M. 
Brackinridge.  The  report  opens  with  a  short  account  of 
the  extensive  territories  over  which,  but  a  few  years  before, 
the  Spanish  Government  exercised  control. 

In  this  report  the  motive  of  the  tour  is  set  forth  and  it 
sounds  strangely  familiar  to  the  delegation  from  the  Boston 
Chamber  of  Commerce,  which,  one  hundred  years  later, 
visited  South  America  practically  for  the  same  purpose, 
i.  e.,  ''To  obtain  correct  information  regarding  all  matters 
relating  to  South  America  which  might  be  of  interest  to 
the  United  States.  To  inspire  the  people  and  governments 
with  just  ideas  of  America's  friendly  intentions  without  in 
any  way  compromising  America's  neutrality  and  insure  due 
respect  for  America's  commerce  in  all  the  ports  and  before 
all  the  governing  bodies." 


^^  A  Closer  Commercial  Relationship 
with  Latin-America'* 

Some  one  has  well  said,  ''If  you  cannot  go  to  South 
America  do  not  talk  to  any  one  who  has  ever  been  there/' 
The  friend  who  has  been  there  will  make  you  restless  with 
his  memories  of  seas  and  mountains,  plains  and  palm  trees; 
he  will  tell  you  of  the  abundant  tropical  life  of  the  great 
silent  forests — of  the  Orinoco  and  the  Amazon  valleys  and 
of  the  days  spent  in  Rio  looking  out  over  the  most  beautiful 
harbor  in  the  world. 

He  will  tell  you  of  the  great  mineral  wealth  of  Peru, 
Bolivia  and  Chile  on  the  west  coast  and  of  those  wonderful 
railroads  sig-sagging  up  over  the  Andes,  above  the  clouds 
into  the  land  of  mystery,  the  home  of  the  Incas,  where  are 
some  of  the  most  wonderful  ruins  in  the  world — of  a  for- 
gotten race,  that  lived  their  day  even  before  the  Incas. 

He  will  tell  you  of  the  conquest  of  Peru,  by  Pisarro,  and 
in  imagination  you  will  walk  with  him  through  the  Presi- 
dent's palace  in  lima  and  through  the  Cathedral  which  he 
built  and  in  which  his  body  now  lies. 

He  will  tell  you  of  that  wonderful  day  spent  on  Lake 
Titicaca,  the  highest  lake  in  the  world,  approximately  two 
and  one  half  miles  above  sea  level,  one  hundred  and  thirty 
miles  long,  and  varying  from  one  to  fifteen  miles  in  width, 
with  the  mighty  Andes  framing  the  picture  and  the  setting 
sun  painting  the  heavens  with  a  glory  of  color  and  divine 
skill  which  only  the  great  artist  of  the  Universe  can  furnish. 

He  will  tell  you  of  the  great  pampas  of  the  Argentine  with 
its  millions  of  acres  of  wheat  and  its  enormous  herds  of  the 
finest  cattle  in  the  world. 

He  will  tell  you  of  Buenos  Aires,  the  Paris  of  the  South 
American  continent,  with  twice  the  population  of  Boston; 
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of  the  enonnous  amounts  bdiig  expended  for  the  con- 
fltruction  of  docks  and  other  port  facilities;  where  steamers 
from  all  over  the  world  are  pouring  into  that  country  not 
only  the  manufactured  products,  but  men  and  women  from 
all  the  nations  of  the  earttiy  there  to  mingle  in  a  stream  of 
new  National  life,  out  of  which  in  the  years  to  come,  under 
the  Southern  Cross  is  to  be  evolved  the  Argentine  that  is  to 
be,  and  after  he  has  told  you  his  story  you  too  will  have  the 
South  American  fever  in  your  blood. 

In  the  limited  time  at  my  command  it  will  be  impossible 
to  take  you  over  all  the  countries  vidted,  filling  in  all  the 
detail  of  our  journey  on  the  wonderful  tour  of  about  fifteen 
thousand  miles  by  land  and  sea,  which  as  members  of  the 
Boston  Chamber  of  Commerce  it  was  our  great  privilege 
to  make. 

All  I  can  hope  to  do  will  be  to  give  you  a  very  imperfect 
word  picture  of  our  journey  through  the  several  countries 
visited. 

It  is  not  my  purpose  to  burden  you  with  a  mass  of  figures; 
tables  of  statistics  you  can  obtain  from  other  sources.  I 
have  thought  that  perhaps  what  you  would  most  prefer 
would  be  a  running  story  along  the  hunuin  side  of  the 
journey. 

At  all  events,  that  is  the  way  it  has  appealed  to  me  and 
that  is  what  I  am  going  to  give  you. 

First,  permit  me  to  once  again  express  thanks  and  appre- 
ciation to  our  hosts  in  South  America.  We  can  never  forget 
their  courtesies  and  attentions.  I  feel  that  I  am  inside  the 
truth  when  I  say  that  no  body  of  men  was  ever  given  a 
more  royal  welcome  than  was  given  to  the  members  of  our 
delegation  while  in  the  South  American  Republics  visited. 

We  were  given  a  reception  by  the  Prudent  of  every 
Republic,  by  the  Governor  of  every  Province  or  State,  and 
by  the  Mayor  of  every  city  visited,  with  one  single  excep- 
tion, the  Mayor  being  out  of  the  country  at  the  time  of 
our  visit,  and  we  can  never  hope  to  repay  the  officiab  of  the 
government,  members  of  Boards  of  Tirade,  Chambers  of 
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Commerce,  Merchants  Afisociations  and  Stock  Exchanges 
for  the  courtesies  extended. 

The  heartiness  and  bounty  of  their  hospitality  over- 
whelmed us  and  the  most  precious  treasure  which  we 
brought  home  with  tis  is  the  remembrance  of  their  hearty 
welcome  and  royal  open-handed  hospitality. 

We  often  felt  our  limitations  in  not  being  able  to  give 
expression  to  our  thought  in  the  language  of  the  countries 
visited  and  it  was  at  times  humiliating  to  our  pride  to  meet 
so  many  men  who  could  talk  our  language  with  fluency, 
while  our  education  had  been  so  provincial  that  we  could 
not  express  ourselves  in  their  language  at  all,  but  the 
cordiality  of  our  reception  was  such  that  there  was  borne  in 
upon  us  this  large  thought  that  the  ties  which  bind  the 
human  family  into  one  great  brotherhood,  while  invisible, 
are,  after  all,  very,  very  real,  and  that  while  the  great 
Father  of  us  all  has  ordained  that  among  the  nations  of  the 
earth  the  language  of  the  lips  should  be  different,  he  also 
ordained  that  the  language  of  the  human  heart  should  be  the 
same,  and  it  is  through  the  heart  that  the  great  truths  of 
brotherhood  are  comprehended,  and  the  fact  recognised  that 
we  are  all  brothers  in  one  great  human  family,  even  though 
our  spoken  language  may  be  different. 

It  seems  hard  to  realize  this  great  fundamental  truth, 
that  we  are  brothers  in  one  great  family,  when  we  think  of 
the  awful  tragedy,  the  greatest  crime  of  the  ages  which  is 
drenching  the  fields  of  Europe  with  the  best  blood  of  the 
young  men  of  the  leading  nations  of  the  world. 

Now,  go  back  with  me  in  imagination  to  1492  when 
Columbus  set  out  on  his  voyage  to  find  a  new  route  to 
India,  he  took  with  him  a  general  letter  of  introduction 
from  Ferdinand  and  Isabella  accrediting  him  as  their  royal 
representative  to  the  Court  of  the 

Gbsat  Ejlhn  Pboctob  Johk, 

or  any  other  potentate  he  might  encounter  and  this  letter  is 
such  a  splendid  piece  of  bluff  that  it  would  do  credit  to  a 

gold  brick  artist  of  the  present  day. 
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"Ferdinand  and  Isabella  to  King- 


"The  Spanish  Sovereigns  have  heard  that  you  and  your 
subjects  have  great  affection  for  them  and  Spain.  They  are 
further  aware  that  you  and  your  subjects  are  desirous  to 
hear  news  from  Spain.  They  accordingly  send  their 
Admiral,  Christopher  Columbus,  who  will  teU  you  that  we 
are  in  good  health  and  perfect  prosperity. 

Granada,  April  14, 1492." 

The  crews  of  Columbus  were  typical  of  the  history  of 
migration  to  the  new  world  that  lay  unseen  before  the 
great  discoverer.  His  crews  were  prophetic  of  the  cos* 
mopolitan  character  of  the  population  of  our  country, 
both  North  and  South  America,  for  among  his  one  hundred 
and  twenty  men  there  were  Italians,  Spaniards,  Portuguese, 
Frenchmen,  Englishmen,  Irishmen  and  Jews,  so  when  we 
talk  about  restricting  immigration  we  want  to  remember 
that  representatives  of  a  good  many  nations  discovered 
America — and  they  have  some  rights  as  discoverers. 

ColimibuB  and  his  motley  crew  did  not  find  the  new  sea 
route  to  India,  but,  as  so  often  happens  in  our  search  for 
one  thing,  we  find  another,  and  as  they  searched  the  wide 
waste  of  waters  they  found,  not  the  route  to  the  far  east 
which  they  sought  but  they  found  the  new  land  which  was 
to  offer  an  abode  for  the  new  ideals  of  himian  progress  or  as 
Madame  de  Stael  said  ' '  the  home  for  the  advance  guard 
of  the  human  race." 

In  the  thought  of  most  of  our  people  the  settlement  of  this 
country  dates  from  the  landing  of  the  Pilgrims  at  Plymouth 
in  1620. 

There  are  a  few  people  who  remember  that  the  settlement 
of  Jamestown,  Va.,  was  made  thirteen  years  before  the 
landing  of  the  Pilgrims,  and  still  fewer  remember  that  it  was 
in  1619,  the  year  before  the  landing  of  the  Pilgrims,  that 
Representative  Government  was  inaugurated  on  this  con- 
tinent, and  by  a  curious  irony  of  Fate,  in  the  same  year 
at  the  same  place,  while  claiming  freedom  for  themselves, 
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negro  servitude  was  introduced  into  the  thirteen  colonies. 

But  very  few  people  have  ever  known,  or  if  known,  have 
appreciated  the  fact  that  in  1519,  one  hundred  and  one 
years  before  the  landing  of  the  Pilgrims  at  Plymouth,  the 
City  of  Panama  was  founded  on  the  isthmus. 

Panama  was  created  a  city  of  the  first  class  and  was  given 
great  privileges,  among  them  the  right  to  coin  money,  a 
hundred  years  before  the  Pilgrims  landed  at  Plymouth. 

Panama  is  the  oldest  city  on  the  mainland  of  America.  In 
the  16th  century  it  was  the  strongest  Spanish  fortress  in  the 
new  world,  excepting  Cartagena  in  Colombia. 

When  in  1671  the  old  City  of  Panama  was  destroyed  by 
the  Buccaneer  Henry  Moigan,  it  had  a  population  of  about 
forty  thousand  souls. 

So  in  visiting  these  countries  in  South  America,  standing 
within  those  grand  old  churches  and  cathedrals  of  our  great 
mother  church,  we  felt  ourselves  nearer  to  the  beginnings 
of  history  on  the  American  continent  than  we  had  ever 
been  before. 

I  shall  briefly  refer  to  each  country  so  to  give  you  a  bird's- 
eye  view  of  the  countries  visited,  for  this  is  the  field  you 
express  a  desire  to  cultivate  so  you  ought  to  have  some 
knowledge  of  the  country. 

Peru  has  an  area  of  about  600,000  square  miles,  about 
seven  times  the  area  of  New  England. 

In  addition  she  has  other  territory  which  she  claims. 
Practically  all  these  South  American  countries  have 
boundary  disputes  with  their  neighbors  for  many  of  the 
lines  have  never  been  surveyed  and  the  old  documents  on 
which  their  claims  are  based  are  very  vague  and  indefinite. 

Peru  has  an  estimated  population  of  about  three  and  one 
half  to  four  million  people,  a  large  proportion  of  whom  are 
Indians  and  mixed  races  and  from  eighty  to  ninety  per  cent, 
illiterate. 

It  has  a  coast  line  of  about  one  thousand  two  hundred 
and  fifty  miles  with  a  width  varying  from  300  to  400  miles. 
A  very  large  part  of  this  coast  line  is  a  barren  waste.    Bain 
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seldom  falls  and  consequently  there  is  no  v^etation  and 
nothing  to  sustain  life.   And  why  this  barren  waste? 

The  prevailing  winds  in  South  America  are  from  the  east 
and  the  moisture  absorbed  from  the  Atlantic  Ocean  is 
carried  by  the  eastern  winds  and  deposited  on  the  lands  east 
of  the  Andes,  which  accounts  for  the  wonderful  fertility  of 
the  lands  in  South  America  on  the  eastern  slope  of  the 
Andes  mountains.  There  they  have  continual  irrigation 
from  the  great  reservoir,  which  has  not  been  created  by  man 
but  by  the  Almighty. 

When  the  moisture  ladened  clouds  reach  this  great  natural 
barrier,  the  Andes,  the  clouds  which  cannot  rise  above  the 
mountains  are  intercepted  and  discharge  what  moistiure  is 
left,  either  in  the  form  of  rain  or  snow,  on  the  eastern  slopes 
of  the  Andes,  so  that  comparatively  little  of  the  moisture 
ever  reaches  the  Pacific  or  western  slope  and  that  is  why 
it  is  an  arid  waste,  and  must  always  remain  practically  a 
waste. 

The  only  water  the  Pacific  Slope  gets  at  this  point  is  from 
the  snow  which  has  gotten  over  the  ridge  of  the  mountains 
and  which  when  melted  finds  its  way  to  the  Pacific  Ocean 
through  the  very  narrow  valleys  of  Peru  and  northern  Chile. 

These  conditions  do  not  apply  in  the  south  of  Chile  for 
there  the  mountain  range  is  lower  and  the  clouds  get  over 
the  mountains  and  so  distribute  some  of  their  moisture  on 
the  Pacific  slope,  and  there  is  a  region  there  which  is 
wonderfully  fertile  and  as  beautiful  as  anything  in  Switser- 
land,  but  practically  undeveloped — ^the  garden  spot  of  the 
west  coast  of  South  America. 

Inland,  in  Peru,  away  from  the  coast  and  nearer  the 
Andes,  there  are  many  beautiful  and  fertile  valle3rB  and  on 
the  Atlantic  or  eastern  side  of  the  Andes  is  a  rich,  tropical 
country,  but  as  yet  undeveloped,  so  no  one  can  yet  say 
what  its  future  possibilities  are. 

The  wealth  of  Peru  is  at  present  in  her  mines,  but  much 
of  the  wealth  taken  out  of  her  mines  leaves  Peru  practically 
no  better  off,  the  ownership  of  the  mining  properties  being 
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laigely  a  foreign  absentee  ownership,  so  that  little  of  the 
wealth  remains  in  the  country  and  therefore,  aside  from 
furnishing  employment  to  the  miners,  who  are  largely 
Indians,  this  wealth  does  little  to  build  up  the  country. 

Mining  mineral  wealth  does  not  do  for  a  country  what 
agricultural  or  industrial  wealth  does.  The  people  cannot 
eat  gold,  silver,  copper  or  tin  and  when  the  minerals  are 
exhausted  there  is  left  simply  a  hole  in  the  ground,  but  the 
same  amount  of  money  and  energy  applied  to  the  soil  would 
provide  sustenance  for  a  great  nation. 

We  must  alwa3rB  remember  that  there  must  be  brought 
from  Mother  Earth  not  only  the  minerals  but  the  food  to 
sustain  the  people. 

Lima  is  the  capital  of  Peru  and  its  largest  city.  It  is 
situated  seven  miles  inland  and  has  a  population  of  about 
one  hundred  and  forty  thousand,  Callao,  with  about  forty 
thousand,  being  the  port  of  entry  for  lima. 

A  trolley  line  connects  the  two  cities  and  they  are  in 
reality  one,  men  living  in  one  city,  while  their  place  of 
business  may  be  in  the  other. 

Lima  has  the  flavor  of  antiquity.  You  are  conscious  that 
you  are  in  an  old  city.  The  University  of  Lima,  the  first 
university  founded  in  the  new  world,  was  founded  by 
Dominican  Friars,  in  1551 — sixty-nine  years  before  the 
Pilgrims  landed  at  Plymouth. 

From  Lima  and  Callao  the  Aroya  railroad  runs  up  to  the 
mining  country.  This  is  the  highest  railroad  in  the  world, 
built  by  a  great  man,  Henry  Meigs,  an  American. 

This  road  reaches  an  elevation  of  15,685  feet  above  sea 
level  and  ng-zagging  up  over  the  mountains  it  is  a  marvel  of 
engineering  skill. 

Here  we  had  our  first  taste  of  mountain  sickness,  caused 
by  the  thin  air  of  the  high  altitude. 

It  is  impossible  to  properly  describe  Soroche,  or  mountain 
sickness. 

I  tried  to  describe  it  in  a  letter  to  my  wife  and  said: — 
If  you  take  the  e£fect  of  the  first  cigar,  seasickness,  rheuma- 
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tiflin,  a  bad  attack  of  the  asthma  and  the  wont  cold  you  ever 
had,  altogether,  you  would  have  something  approaching 
Soroche  or  as  one  man  said  when  suffering  from  mountain 
sickness,  ''I  now  know  how  I  will  feel  when  I  am  80  years 
old." 

When  in  Lima  we  visited  the  Franciscan  Monastery,  and 
were  accorded  privUeges  not  usually  granted  visitors. 

We  were  shown  through  the  Monastery,  were  shown  the 
Holy  vestments,  the  ornamentation  being  beautiful  beyond 
my  power  of  description,  all  being  in  gold. 

The  old  Abbott  could  not  talk  much  English  so  he  sent  for 
one  of  the  Monks,  Brother  Morrison,  to  talk  for  him,  and 
Brother  Morrison  had  the  burr  in  his  tongue  which  can  come 
only  from  Scotland,  and  I  said  to  him,  "You  must  be 
Scotch?"  And  his  reply  was,  "My  father  and  mother  were 
bom  in  Edinboro,  but  I  was  bom  in  Lima." 

Here  certainly  was  a  paradox — a  Scotch-Peruvian  Monk, 
by  the  name  of  Morrison. 

Another  in  our  party  found  an  English  Monk,  while  still 
another  found  an  Irish  Monk. 

We  visited  the  University,  some  of  the  churches,  the 
Cathedral  and  other  places  of  interest.  In  fact  so  much  was 
planned  for  our  entertainment  that  we  were  sometimes 
compelled  to  act  on  the  suggestion  "If  business  and 
pleasure  conflict  then  cut  out  business." 

Most  of  our  party  visited  Cusco,  in  the  interior  of  Peru, 
the  ancient  city  of  the  Inca  Kings.  It  has  a  population  of 
about  20,000  inhabitants  and  the  Hon.  James  Bryce,  in 
his  recent  book  on  South  America,  says  Cusco  is  the 
dirtiest  city  in  the  world  and  the  members  of  our  party  who 
visited  Cusco  agreed  with  him — ^that  it  couldn't  be  dirtier. 

It  had  been  one  of  the  dreams  of  my  life  to  go  to  Cusco, 
but  as  I  had  been  very  sick  with  a  high  fever  for  a  number  of 
days,  the  doctor,  on  accoimt  of  the  high  altitude,  forbade 
my  going,  so  like  Moses  of  old,  I  was  permitted  to  come  up 
to  the  border  of  the  Promised  Land  but  was  not  permitted 
to  enter  it. 
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Cusco  is  about  12,500  feet  above  the  sea  level  and  Puno 
on  the  shore  of  Lake  Titicaca  is  about  the  same  elevation. 

We  have  no  conception  here  of  the  variation  in  tempera- 
ture in  these  high  altitudes.  At  one  place  at  which  we 
stopped,  at  six  a.  m.  the  mercury  registered  two  degrees 
above  zero  and  at  two  p.  m.  it  registered  110  degrees  above, 
and  while  it  was  very  hot  during  the  day,  as  soon  as  the  sun 
goes  down,  it  grows  very  cold. 

The  Incas  in  olden  times  worshipped  the  sun  and  we 
would  also  worship  the  sun  in  modem  times,  with  the 
thermometer  registering  zero  and  coal  selling  in  La  Pas, 
Bolivia,  at  $50.00  gold  per  ton. 

The  upward  steps  of  civilization  are  measured  by  wania. 
The  President,  Prof.  Giesicke,  of  the  University  of  Cusco, 
Peru,  that  ancient  seat  of  learning,  founded  thirty-eight 
years  before  Harvard,  is  trying  now  to  inspire  the  Indians 
of  Peru  with  a  desire  to  want  things  in  order  that  they  may 
be  inspired  to  work  for  them  with  the  hope  that  by  vHinUng 
material  things  they  can  be  made  to  want  the  higher  and 
better  things  that  are  not  material. 

On  the  way  up  from  MoUendo  to  the  interior  we  passed  a 
cotton  miU.  It  was  Sunday  so  the  mill  was  not  running  and 
we  were  given  a  fine  object  lesson  of  the  civilizing  effects  of 
industiy  on  the  people. 

This  mill  has  been  in  operation  about  ten  years,  operated 
with  French  capital.  In  the  doorways  of  the  tenements, 
or  rather  the  huts,  sat  the  mothers  of  the  girls  who  worked 
in  the  mills,  dirty  and  unkempt,  looking  as  if  they  had  never 
heard  of  soap  and  had  never  used  a  comb,  and  standing 
beside  them  the  girl  mill  operatives,  in  neat,  black  dresses, 
white  aprons,  white  or  colored  waists,  hair  done  up  as  neatly 
and  fashionable  as  our  girls  in  this  country.  Mothers 
barefooted  and  these  girls  with  as  well  fitting  shoes  as  our 
girls  here  wear. 

At  the  next  station  no  mills  and  absolutely  no  marks  of 
civilization — girls  looking  not  much,  if  any,  better  than 
their  mothers. 
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Surdy  the  way  out  of  their  ignorance  is  through  industry, 
by  way  of  the  machine. 

We  can  never  forget  the  all-day  sail  on  Lake  Titicaca,  a 
beautiful  lake  in  a  beautiful  setting — ^the  Andes  crowned 
with  perpetual  snow,  running  off  to  the  south  for  over  one 
hundred  miles  and  the  air  so  clear  that  it  seemed  as  if  one 
might  walk  to  the  mountains  before  noon. 

Hardly  a  tree  in  all  this  territory,  while  on  all  the  hills 
could  be  seen  the  old  terraced  gardens  of  the  Incas;  wher- 
ever there  was  a  strip  of  soil,  even  if  only  a  foot  or  two  in 
width,  it  was  used. 

We  will  ever  remember  that  night  we  slept  on  the  boat, 
the  Inca,  and  the  next  morning,  at  eight,  started  for  La  Pas, 
Bolivia. 

On  the  way  we  stopped  for  a  couple  of  hours  at  the  ruins 
of  Tiahuanaco.  No  one  knows  what  these  ruins  are.  The 
theory  is  that  this  place  was  situated  on  the  shores  of  the 
lake  and  the  lake  has  receded  and  is  now  six  or  seven  miles 
away. 

The  stones  from  which  these  monuments  and  the  f ounda^ 
tions  of  the  ruins  were  cut  had  to  be  brought  from  elsewhere. 

They  were  not  quarried  or  cut  in  that  neighborhood  for 
there  is  no  stone  of  that  character  there  and  one  of  the 
mysteries  is  how  these  stones  were  cut,  the  workmanship 
being  perfect.  We  have  nothing  better  to-day  and  how 
were  stones  of  such  immense  sise  handled  in  the  days  before 
machinery  came  into  existence?  But  the  idol  standing 
amidst  the  ruins  does  not  answer  your  question. 

It  is  all  so  weird  and  uncanny  that  such  a  civilization 
could  have  existed  and  then  have  gone  and  left  no  record, 
for,  bear  in  mind,  these  are  not  Inca  ruins,  but  ruins  of  a 
race  that  preceded  the  Incas. 

Bolivia  has  an  area  of  approximately  700,000  square  miles, 
this  being  the  official  claim  of  area — about  ten  times  as 
large  as  New  England.  Others  claim  the  correct  area  to  be 
not  over  515,000  square  miles.  It  has  a  population  esti- 
mated in  1900  at  about  two  millions,  largely  Indians  and 
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illiterate,  and  its  wealth,  like  that  of  Peru,  is  largely 
mineral,  undeveloped  and  so  still  an  unknown  quantity, 
but  already  she  is  the  world's  greatest  producer  of  tin. 

La  Pas  (the  city  of  Peace)  is  the  largest  city  and  has  a 
population  of  approximately  60,000.  It  is  situated  at  the 
bottom  of  a  deep  chasm,  shaped  like  a  horseshoe,  approxi- 
mately 1500  feet  deep. 

The  steam  railroad  from  Lake  Titicaca  brings  you  to  the 
edge  of  this  chasm.  You  look  over  the  edge  and  get  your 
first  glimpse  of  La  Paz  and  it  is  a  beautiful  picture  with  the 
snowcapped  Mount  Illimani,  standing  guard  over  the  city. 

A  trolley  road  takes  you  by  a  winding  zig-sag  course  from 
the  top  of  the  blufif  down  into  the  city. 

Here  in  the  Plaza  stands  a  monument  to  Murillo,  who 
struck  the  first  blow  to  free  South  America  from  the 
tyranny  of  Spain  in  1809  and  who  paid  the  price  by  being 
publicly  hanged  on  the  spot  where  his  monument  now 
stands. 

Whlie  in  Bolivia  was  struck  the  first  blow  for  freedom,  she 
was  the  last  Province  of  Spain  to  receive  her  freedom  and 
then  only  after  sixteen  years  of  fighting. 

Many  people  in  this  country  think  the  United  States  is 
the  only  land  of  opportunity,  but  at  the  banquet  given  us  in 
La  Paz,  I  sat  beside  the  President  of  the  Senate,  a  full 
blooded  Indian,  who  came  to  La  Paz  a  barefooted  peon, 
with  nothing  but  his  poncho,  or  Indian  blanket,  an  ordinary 
bearer  of  burdens,  competing  for  his  daily  bread  with  the 
donkeys  and  llamas  that  transported  merchandise  through 
the  streets  of  La  Paz. 

There  is  more  merchandise  carried  through  the  streets 
of  La  Paz  on  the  backs  of  men  than  by  donkeys  or  llamas, 
for  there  are  practically  no  vehicles  in  the  city. 

Suppose  you  wanted  to  move  from  one  part  of  the  city  to 
another,  you  would  hire  a  padrone,  who  would  in  due  time 
appear  at  your  house  with  his  men.  One  man  would  take  a 
bedstead,  another  the  bedding,  another  a  table,  with  per- 
haps four  chairs  tied  to  it,  and  the  human  stream  would  flow 
from  one  house  to  the  other. 
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I  Bftw  one  such  moving.  I  should  think  there  might  have 
been  twenty-five  men  in  the  proceBsion. 

In  1818  the  independence  of  Chile  was  proclaimed  and 
General  O'Higgins  was  proclaimed  the  first  Presidenti  but 
Spain  did  not  recognise  the  Republic  of  Chile  for  ovear 
thirty  years  or  till  1849. 

Chile  has  an  area  of  about  300,000  square  miles,  prac- 
tically four  times  the  area  of  New  Enc^and.  She  has  an 
estimated  population  of  about  three  and  one  half  millions, 
with,  it  is  claimed,  the  smallest  percentage  of  illiteracy  in 
South  America. 

Valparaiso,  with  about  175,000  inhabitants,  is  its  great 
open  door  for  the  products  of  the  world. 

Santiago,  the  capital,  115  miles  inland,  is  its  largest  city 
with  a  population  of  about  400,000  inhabitants  and  is  a  20th 
century  city.  Mining,  including  the  mining  of  nitrate  is 
Chile's  largest  industry  and  gives  employment  to  over 
50,000  people.  Chile  has  the  most  wonderful  conformation 
of  any  country  in  the  world.  The  Almighty  made  its 
geographical  demarcations.  Th^  are  natural,  not  artificial. 
It  has  a  coast  line  of  about  2,700  miles,  as  far  as  from  Boston 
to  Salt  Lake  City  and  a  width  varying  from  50  to  250  miles 
with  an  average  width  of  only  about  one  hundred  miles,  the 
Andes  mountains  being  the  natural  barrier  on  the  east.  The 
northern  500  miles  of  coast  line  is  practically  a  barren 
waste  without  a  tree  or  blade  of  grass.  Then  there  are  seven 
hundred  miles  of  fertile  land  with  an  ideal  climate.  Then 
1,400  miles  of  mountains,  wooded  hills  and  beautiful  lakes, 
extending  down  into  the  Antarctic  Circle,  and  embracing 
thousands  of  islands.  You  will  perhaps  say  that  the 
wealth  of  this  country  lies  to  the  south,  but  in  that  you  are 
mistaken. 

The  present  wealth  of  this  country  is  in  this  500  miles  of 
barren  waste  and  in  this  country  we  have  no  conception  of 
these  conditions. 

In  this  barren  waste,  rain  seldom  if  ever  falls  and  has  been 
the  treasure  storehouse   of   Mother  Nature  for  all  these 
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thousands  of  years,  and  you  ask,  "What  has  Mother 
Nature  been  storing  up  in  this  barren  waste?"  and  one  word 
answers  your  question — ^Nitrate.    And  what  is  Nitrate? 

The  story  is  told  (which  may  be  apocryphal)  that  years 
ago  a  Scotsman  in  northern  Chile  noticed  that  plants  which 
he  was  only  able  to  nurse  and  coax  to  matiuity  under 
ordinary  conditions,  throve  without  assistance  where  there 
was  an  ugly,  whitish  soil,  and  being  of  an  inquiring  turn 
of  mind  (as  most  Scotsmen  are)  he  asked,  ''Why?  "  He  sent 
a  few  bags  of  this  whitish  soil  to  his  brother-in-law  in 
Scotland,  who  distributed  them  among  his  farmer  friends 
and  its  beneficial  results  were  immediately  noticed  and 
the  demand  was  created  for  this  peculiar  product — ^Nitrate. 

In  1912  the  product  was  about  three  miUion  tons — Great 
Britain  takes  about  40%,  Germany  20%,  and  the  United 
States  20%  and  France  10%,  the  remaining  10%  going 
to  the  world  at  large. 

Mr.  Biy ce  in  his  recent  book  on  South  America  says  that 
in  the  thirty  years  from  1880  to  1909  inclusive,  the  Chilean 
Government  received  in  export  duties  on  Nitrate  about 
$412,000,000  dollars. 

Nitrate  is  not  shovelled  out  of  the  ground  and  sacked  for 
exportation.  Far  from  it,  it  has  to  be,  so  to  speak,  manu- 
factured. Nitrate  is  a  brownish  gray  salt  rock.  This  is 
blasted  out  by  gunpowder,  made  on  the  premises,  salt  petre 
being  the  base  for  gunpowder. 

In  this  Chilean  field  there  are  about  one  hundred  and 
twenty-five  firms  or  corporations  manufactming  nitrate. 
The  crude  product  is  crushed  into  a  fine  powder,  boiled  and 
washed,  then  allowed  to  cool  and  settle,  and  the  precipitate, 
i.  e.,  that  which  is  left,  is  nitrate — one  of  the  best  fertilizers 
that  the  world  has  ever  known. 

These  nitrate  deposits  are  largely  located  in  the  Province 
of  Tarapaca,  which  came  into  possession  of  Chile  as  the  re- 
sult of  the  war  between  Peru  and  Bolivia  on  one  side  and 
Chile  on  the  other,  in  1879-1881. 

At  the  end  of  the  Peru-Bolivian-Chile  war,  Chile  having 
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taken  posseBsion  of  this  territory  kept  it  as  a  war  indemnity^ 
but  Chile  did  not  then  know  the  value  of  the  territory 
which  she  had  annexed,  as  it  had  not  yet  been  developed. 
It  needed  the  development  of  the  past  thirty  years  to  show 
what  Chile  had  gained  and  what  Peru  and  Bolivia  had  lost 
by  the  war  of  1879-1881.  As  the  result  of  this  war  Bolivia 
lost  all  her  territory  on  the  coast  and  is  now  an  inland 
country  being  completely  shut  off  from  the  ocean. 

The  export  duties  on  nitrate  are  enormous  (being  based 
on  the  tonnage  exported)  and  this  may  not  be  an  unalloyed 
blessing  to  Chile. 

In  a  sense  this  is  easy  money  for  Chile  and  easy  money  has 
never  yet  made  either  men  or  nations.  Nations  and  men 
have  grown  and  have  become  strong  because  they  had  to 
work  for  what  they  got,  and  the  remittance  man  who  got 
his  check  whether  he  worked  or  not  has  not  been  a  large 
factor  in  the  development  of  the  world,  for  when  the  re- 
mittance was  witheld  the  man  usually  fell  down  because  he 
had  not  developed  the  power  to  stand  alone,  and  as  with 
men  so  it  has  been  with  nations  since  the  beginning  of  Time. 
They  must  acquire  the  power  to  stand  alone  without 
artificial  help. 

One  of  Chile's  most  serious  problems  to-day  is  this 
wealth  without  working  for  it. 

The  income  from  these  natural  or,  as  we  might  term  them, 
artificial  sources  will  sooner  or  later  as  the  deposits  become 
exhausted,  be  greatly  reduced;  but  that  is  many  years  in 
the  future.  Income  from  these  soiu'ces  has  been  used  to  re- 
duce taxation  so  that  Chile  has  not  felt  the  burden  of  the 
costs  of  government  but  eventually  the  cost  of  government 
must  be  borne  by  the  people  and  when  this  burden  is  shifted 
from  a  God-given  source  of  revenue  to  the  shoulders  of 
the  people,  unless  Chile  will  in  the  meantime  wisely  plan  for 
the  future,  she  will  have  an  awful  problem  to  solve,  for  God- 
given  advantages  do  not  develop  men,  and  where  God  has 
done  the  most  for  man,  man  has  done  the  least  for  himself. 

The  Chilean  government  is  wisely  using  a  part  of  the 
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revenue  from  this  source  of  wealth  in  developing  the 
country,  by  the  building  of  railroads  and  the  construction 
of  port  facilities,  so  that  while  they  are  exhausting  one 
source  of  national  wealth  they  are  wisely  creating  another 
source  of  wealth. 

During  1912  there  were  expended  about  thirty-five 
millions  of  dollars  in  National  improvements  and  at  present 
they  are  planning  to  spend  fifteen  millions  for  dock  facili- 
ties at  Valparaiso. 

The  City  of  Valparaiso  (the  vale  of  Paradise)  has  been 
it  seemed  to  me  marked  by  the  British  more  than  by  any 
other  commercial  interest.  It  is  strictly  a  commercial  city 
and  the  trade,  especially  the  larger  trade,  is  in  the  hands 
of  foreign  importing  houses. 

We  were  advised  that  the  Germans  had  made  inroads  on 
the  trade  of  the  British  manufacturers  in  many  lines  of 
industry,  their  programme  being  to  duplicate  or  copy  the 
British  goods,  but  to  cheapen  the  quality. 

Never  in  my  life  have  I  been  so  impressed  with  the 
National  spirit  as  in  Chile.  Every  man  I  met  was  at  heart 
a  Chilean.  His  father  or  grandfather  might  have  been 
British,  French  or  German  (the  American  is  hardly  a 
factor)  the  mother  would  be  a  Chilean,  and  the  children 
have  seemed  to  follow  the  racial  bent  of  the  mother  more 
than  the  father. 

Antofagasta,  Chile,  is  a  coast  city  of  about  45,000 
inhabitants — not  a  paved  street  in  the  dty — a  very  busy 
place,  but  no  local  pride  to  develop  the  city — ^just  a  place 
out  of  which  to  make  money  to  be  spent  somewhere  else, 
for  the  business  is  largely  carried  on  by  foreign  houses. 

I  cannot  picture  to  you  the  desolation  of  this  barren 
coast  for  a  thousand  miles — ^not  a  tree  or  blade  of  grass, 
except  in  the  little  valleys  through  which  some  small 
river  reaches  the  ocean. 

There  are  practically  no  railroads  running  parallel  with 
the  coast.  Tlie  railroads  run  into  the  interior,  running  up 
some  valley  to  the  foothills  forty  to  ninety  miles.    The  In- 
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terandean  Railroad  crosses  the  Andes  mountains  from  Los 
Andes  to  Mendosa  in  the  Argentine. 

The  ports  or  coast  towns  are  simply  the  doorways  by 
which  to  enter  the  country  and  as  one  man  sud  of  Anto- 
fagasta,  ''It  is  a  city  created  by  man  in  spite  of  Nature 
and  God, "  and  you  would  agree  with  him  that  that  was  a 
good  definition  if  you  could  see  the  city.  It  is  a  very  busy 
dty,  but  it  does  not  build  up  Chile. 

Argentine  is  the  second  largest  political  division  of  the 
continent,  having  an  area  of  about  one  million  one  hundred 
thousand  square  miles,  being  more  than  one-third  as  large 
as  the  United  States,  not  including  Alaska.  It  is  claimed  to 
have  a  population  of  about  seven  and  one-half  to  eight 
millions,  approximately  20%  of  whom  live  in  Buenos  Aires, 
its  capital  and  principal  city. 

There  has  been  for  the  past  forty  years  a  steady  flow  of 
immigration  to  the  Argentine  from  the  old  world,  the 
Italians  outnumbering  all  the  others  combined,  represent- 
ing probably  20%  of  the  population. 

It  is  the  great  wheat  and  cattle  rusing  country  of  South 
America.  They  are  doing  things  along  agricultural  lines 
on  an  enormous  scale.  One  of  the  gentlemen,  whose  ac- 
quaintance we  made  on  the  steamer  coming  north,  culti- 
vates his  little  wheat  field  of  twenty-four  thousand  acres. 

The  Argentine  may  be  rightly  called  the  granary  of  the 
world.  They  can  grow  almost  everything  that  we  in  the 
United  States  can  grow,  and  cheaper  than  we  can  grow  it. 
With  their  climatic  conditions  they  claim  they  can  ridse 
cattle  at  a  cost  lower  than  in  the  United  States,  but  from  the 
natiure  of  things  she  mxist  be  a  large  buyer  of  manuf  actiu^ 
articles,  for  she  has  little  or  no  coal  or  iron  ore  and  other 
minerals  (at  least  they  are  not  yet  in  evidence),  and  but 
comparatively  little  timber  suited  to  modem  industrial 
needs. 

Until  recently  the  packing  industry  has  been  largely  in 
the  hands  of  the  British  and  German  packers,  but  latterly 
our   American   packing   houses    have   established   large 
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refrigerating  plants  and  are  becoming  active  competitors  for 
the  business. 

What  shall  I  say  of  Buenos  Aires?  How  can  I  describe 
it?  I  had  to  pinch  myself  at  times  to  realize  that  I  was 
not  in  Paris.  The  buildings,  stores,  people  on  the  streets,  the 
cafes,  with  seats  and  tables  on  the  sidewalks,  all  suggest 
Paris.  The  streets  in  the  old  part  of  the  city  are  very  nar- 
row, most  of  them  being  only  wide  enough  for  two  teams 
to  pass  and  the  sidewalks  on  each  side  are  often  not  more 
thaoi  three  or  four  feet  wide  and  this,  bear  in  mind,  in  a  city 
of  about  1,400,000  people. 

Never  have  I  seen  such  street  congestion.  Practically 
all  the  down  town  streets  are  "one-way  streets" — ^i.  e.,  the 
traffic  must  flow  one  way  and  on  many  of  these  streets  af- 
ter two  p.  m.  no  vehicles  are  allowed  and  the  streets  from 
building  to  building  will  be  as  congested  as  Fifth  Avenue 
sidewalk  on  Easter  Sunday. 

The  entertainment  conmiittee  was  on  hand  bright  and 
early  and  we  were  taken  out  for  a  sail  around  the  harbor 
that  we  might  see  the  wonderful  dock  works,  when  laid  out 
supposed  to  cover  the  needs  of  Buenos  Aires  for  forty  years 
and  before  they  were  really  completed  the  city  had  out- 
grown them,  and  now  it  is  the  usual  sight  to  see  three  and 
four  steamboats  abreast  tied  at  a  dock;  the  merchandise 
being  carried  across  the  decks  of  the  two  boats  nearer  the 
dock  in  loading  and  unloading. 

Each  year  there  is  a  constant  stream  of  laborers  going 
from  Europe  to  the  Argentine  solely  for  the  wheat  harvest 
and  when  the  season's  work  is  ended  many  of  them  come 
north,  going  to  the  northwest  and  Canada  to  work  the 
harvest  there,  and  then  returning  to  Europe. 

Some  stay  a  number  of  years  and  some  return  each  year. 
On  our  steamer  from  Buenos  Aires  to  New  York  there  were 
169  passengers  in  the  steerage.  The  purser  of  our  vessel 
posted  a  notice  that  at  a  certain  hour  he  would  be  in  his  of- 
fice to  receive  the  money  and  valuables  of  any  passengers 
who  desired  him  to  care  for  them,  and,  at  the  appointed 
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houTi  over  fifty  of  these  steerage  passengers  were  in  line 
waiting. 

Some  preferred  to  keep  their  money  on  their  persons,  but 
there  was  passed  over  to  the  purser  for  safe  keeping  over 
$100,000  in  gold. 

We  now  come  to  the  little  buffer  nation,  situated  between 
the  Argentine  on  the  south  and  the  United  States  of  Brasil 
on  the  north,  Uruguay,  having  an  area  about  equal  to  that 
of  New  England  and  a  population  of  about  one  and  one 
quarter  million. 

Montevideo  is  the  capital  with  a  population  of  about 
860,000. 

Uruguay  is  called  the  white  man's  country  of  South 
America,  the  majority  of  the  foreign  population  being 
Italians  and  Spaniards. 

Uruguay  is  the  only  country  in  South  America  on  a  gold 
basis,  their  gold  dollar  having  an  intrinsic  value  of  103.4  as 
against  our  100. 

While  on  this  trip  we  were  given  an  object  lesson  of  the 
value  or  rather  lack  of  value  in  a  depreciated  currency. 

At  the  time  of  our  visit  in  Panama  the  dollar  was  worth 
50c.,  in  Peru  50c.,  in  Bolivia  40c.,  in  Chile  20c.,  in  Argen- 
tine 40c.,  in  Brasil  33  l-3c.  and  in  Uruguay  103.4  and 
with  the  exception  of  Uraguay,  since  our  visit,  on  account 
of  the  war  in  Europe  the  currency  has  depreciated  still 
more. 

This  little  countryof  Uraguay  impresses  one  with  an  air  of 
prosperity,  solidity  and  thrift. 

The  Republic  of  Brazil  has  an  area  of  3,300,000  square 
miles,  being  200,000  square  miles  larger  than  the  United 
States,  excluding  Alaska. 

It  is  formed  of  twenty  states  and  one  federal  district 
and  has  a  population  of  approximately  twenty  to  twenty- 
four  million,  the  language  of  the  country  being  Portuguese. 

It  has  a  coast  line  of  about  5,000  miles  and  little  is  yet 
known  of  this  great  continent  as  it  has  not  yet  been  ex- 
plored. 
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Do  you  realuse  that  the  Amazon  river  is  150  miles  wide 
at  its  mouth  and  is  navigable  for  2,500  miles?  Say  from 
New  York  City  to  Salt  Lake  City. 

There  is  now  and  there  must  always  be  great  differences 
in  the  people  of  Brazil.  The  people  in  the  southwestern 
part  of  the  country  have  a  higher  degree  of  intelligence  than 
in  the  tropics,  where  there  is  such  a  large  proportion  of 
Indian  and  negro  population  which  is  of  course  illiterate. 

There  is  in  Brazil  a  very  strong  state  rights  feeling.  It 
is  in  kind  like  the  national  feeling  shown  by  Chile  but  it  is 
a  feeling  toward  the  state  rather  than  the  nation. 

This  is  not  to  be  wondered  at.  This  country  is  so  large 
and  so  different  that  the  people  can  as  yet  have  very  little 
in  conmion.  How  can  they  have,  separated  as  they  are  by 
thousands  of  miles  of  impenetrable  swamps  and  jungle, 
almost  impassable  mountain  chains,  enormous  rivers,  all 
of  which  separate  and  tend  to  isolate  the  people  of  the 
different  parts  of  the  country  and  with  practically  little 
means  as  yet  of  communication;  they  have  grown  as  iso- 
lated state  units  rather  than  as  a  national  whole,  and 
while  loyal  to  the  state  they  do  not  seem  yet  to  have 
grasped  the  entity  of  the  nation.    How  could  they? 

God  has  indeed  been  good  to  Rio,  in  that  He  has  given  to 
her  the  finest  harbor  in  the  world.  The  great  Architect  of 
the  Universe  has  given  to  Rio  his  finest  example — ^his  great 
masterpiece  and  while  the  world  wiU  have  a  larger  popu- 
lation than  it  has  to-day,  it  will  have  no  more  harbors  like 
Rio,  for  the  Almighty  has  finished  his  work  and  is  not  now 
making  harbors. 

Rio  is  one  of  the  miracles  of  the  20th  century.  No  other 
city  on  the  face  of  the  earth  can  even  approach  the  progress 
made  by  it  since  this  century  began. 

It  is  hard  for  the  mind  of  man  to  compass  the  improve- 
ments made.  To  cut  a  swath  120  feet  wide  and  one  and  a 
half  miles  long  right  through  the  most  congested  part  of  the 
city  destroying  almost  seven  hundred  buildings,  and  build 
an  avenue  which  is  said  to  be  one  of  the  most  beautiful 
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avenueB  in  the  world,  required  men  with  a  vision  and  nerve 
and  the  courage  of  their  convictions  and  while  these  men 
were  doing  their  work  they  got  their  usual  pay  for  the 
services  rendered,  but  even  now,  and  increasingly  so  in  the 
future,  the  people  of  Rio  will  bless  the  hands  that  guided 
and  the  hearts  that  planned  these  larger  things,  which  have 
made  Rio  not  only  great  but  beautiful  among  the  cities  of 
the  world. 

I  counted  it  one  of  the  great  pleasures  of  our  tour 
to  have  made  the  acquaintance  of  Paul  de  Frontin,  the 
great  engineer  who  laid  out  this  wonderful  avenue  und^ 
Rio's  great  Mayor,  Passos. 

They  had  to  do  it.  Many  of  the  streets  in  the  down 
town  district  were  only  about  twenty-five  feet  wide.  The 
main  business  street  of  Rio  for  shopping  is  to-day  Avenida 
Ouvidor  and  is  not  over  twenty-four  feet  wide  from  building 
to  building. 

These  South  American  Republics  have  not  financial 
resources  of  their  own  sufficient  to  meet  the  demands  for  the 
development  of  their  country,  and  they  have  been  and  are 
now  largely  dependent  on  the  foreign  bankers  for  credit, 
and  now  that  this  avenue  has  been  closed  by  the  war  in 
Europe  they  have  nowhere  else  to  go.  They  are  in  exactly 
the  same  position  that  the  United  States  has  been  in.  We 
too  have  been  largely  dependent  upon  foreign  bankers  for 
the  means  with  which  to  develop  the  resources  of  our 
country.  The  war  in  Europe  has  made  us  appreciate  as  we 
never  did  before  the  large  amount  of  our  securities  which 
are  held  abroad  and  which  it  would  greatly  embarass  us 
to  redeem  at  short  notice. 

When  in  South  America  I  heard  this  statement  made 
repeatedly,  ''What  we  need  is  more  banks,"  but  with  the 
limited  time  at  my  command  in  which  to  make  the  super- 
ficial investigation  which  I  was  able  to  make,  it  seemed  to 
me  that  the  banking  business  was  pretty  well  cared  for  by 
the  nations  represented  and  I  have  had  a  feeling  that  what 
was  really  wanted  was  one  more  place  from  which  to 
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borrow.  If  we  want  and  expect  to  obtain  any  considerable 
portion  of  the  trade  of  these  South  American  countries  we 
must  put  ourselves  in  a  position  to  extend  them  credit. 
They  cannot  come  to  us  if  we  do  not  do  this. 

A  gentleman  representing  large  foreign  interests,  in  a 
burst  of  confidence,  said  to  me,  **  We  do  not  want  any  more 
banks,  we  are  satisfied  as  we  are.''  Of  course  they  are. 
The  stream  is  flowing  in  their  direction — why  should  they 
want  to  divert  it  into  any  other  channel?  It  is  human  for 
them  to  look  at  their  problem  from  this  angle  of  vision.  The 
United  States  banking  interests  practically  were  not  repre- 
sented at  all  and  that  no  doubt  would  militate  against  the 
development  of  our  commercial  interests.  Since  this  ad- 
dress was  prepared  the  National  City  Bank  of  New  York 
City  has  established  a  branch  at  Buenos  Aires  and  so  a 
beginning  has  been  made,  but  if  it  is  to  be  worth  anything 
to  this  country  it  must  be  treated  only  as  a  banning.  Its 
capitalisation  will  be  only  as  a  drop  in  the  financial  reser- 
voir of  South  America. 

If  we  desire  to  cultivate  a  closer  commercial  connection 
and  create  a  business  with  these  countries  then  we  our- 
selves must  provide  the  means  to  that  end,  and  another  of 
those  means  would  be  shipping  facilities  in  addition  to 
banking  facilities.  For  this  reason  we  must  be  in  a  posi- 
tion to  do  business  with  banks  which  would  be  in  full 
sympathy  with  the  development  of  the  trade  with  the 
United  States.  And  this  must  be  a  reciprocal  trade  rela- 
tionship. We  must  be  prepared  to  furnish  them  a  market 
for  their  products  as  well  as  to  provide  a  market  for  our  own. 

Our  merchants,  manufacturers  and  importing  houses, 
while  negotiating  or  executing  their  contracts  ought  not  be 
obliged  to  give  their  case  away  to  a  bank  whose  interests  lie 
in  another  direction  and  who,  in  working  with  their  own 
people  with  a  community  interest,  could  checkmate  our 
eveiy  move. 

These  chains  of  foreign  banks  not  only  furnish  exchange 
but  they  also  act  as  a  credit  bureau  for  their  clients  and 
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being  on  the  spot,  th^  have  a  pefsonal  and  intimate 
knowledge  of  what  is  going  on  and  of  the  financial  standing 
of  the  parties  and  they  take  an  active  part  in  promoting 
their  client's  interests,  for  by  so  doing,  th^  are  also  advanc- 
ing their  own  interests.  Th^  give  us  a  splendid  object 
lesson  of  National  team  work,  and  these  interests,  and  they 
are  large  and  commanding  interests,  do  not  intend  to  let 
the  men  of  the  United  States  throw  a  monkey  wrench 
into  their  smooth  working  machine,  and  we  would  not 
willingly  allow  them  to  do  it  if  the  case  were  reversed. 

The  foreign  firms  which  so  largely  control  the  conuner- 
cial  and  financial  interests  in  those  countries  have  been 
established  for  many  years.  They  were  planted  many 
years  ago  by  strong  pioneers  of  commerce,  who  went  there 
as  young  men,  many  of  them  finding  their  wives  there,  and 
they  have  become  a  part  of  the  people,  they  laid  solid 
foundations  in  the  days  of  smaller  things,  and  they  have 
grown  naturally  with  the  growth  of  the  countries  they 
have  served  and  now  in  the  day  of  larger  things  they  are 
in  a  strong  and  commanding  position. 

We  must  not  think  we  are  going  to  dislodge  them  to-mor- 
row or  the  next  day  and  take  the  places  they  now  hold.  If 
we  do  so  think,  we  will  make  a  grave  mistake  for  we  will 
do  nothing  of  the  kind.  We  will  be  in  the  position  of  a  friend 
of  mine,  a  young  minister,  who  was  settled  in  a  country 
parish,  following  a  strong  man,  who  had  filled  the  pulpit 
for  twenty  years.  Soon  after  he  began  his  work,  he  met  one 
of  the  old  parishioners,  who,  when  introduced,  said  to  him: 
"Oh,  you  are  the  young  man  who  has  come  to  take  Dr. 
Lamson's  place,"  and  modestly  the  young  man  replied: 
''No,  I  have  not  come  to  take  Dr.  Lamson's  place  but  to  try 
to  make  a  place  of  my  own.'' 

So  I  am  convinced  that  if  our  country  is  to  have  a  share 
in  the  commerce  of  the  South  American  Republics,  our 
manufacturers  and  merchants  must  be  content  to  do  as 
these  earlier  pioneers  did;  begin  in  a  small  way  and  lay  a 
secure  foundation  for  the  larger  growth  that  is  sure  to  come, 
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and  thus  make  a  place  for  themselves  which  will  be  secure. 

If  they  labor  under  the  impression  that  they  can  break 
into  that  nmrket  with  a  meat  axe  they  perhaps  will  be 
mistaken. 

The  so-called  hustler  does  not  always  ''arrive"  in  these 
countries.  They  do  not  always  take  kindly  to  his  ways. 
The  native  South  American  has  a  graciousness  of  manner 
which  some  American  hustlers  lack,  but  which  we  would  do 
well  to  cultivate,  thus  adding  that  fine  quality  to  our 
honesty  and  integrity. 

We  do  not  any  of  us,  even  here  in  our  own  country,  wel- 
come with  open  arms  the  competitor  who  is  to  compete  for 
our  established  trade  and  divide  the  volume  of  business 
which  we  have  been  having  and  which  we  want  and  which 
we  doubtless  would  get,  if  there  were  no  intruders;  and 
human  nature  is  just  the  same  in  South  America  that  it  is 
in  New  York  or  elsewhere. 

It  is  not  to  be  wondered  at  that  we  do  not  always  get 
detailed  information  which  would  better  enable  us  to  secure 
part  of  the  trade  of  the  party  from  whom  information  is 
being  sought,  and  I  was  often  surprised  at  the  frankness 
shown  by  men  with  whom  we  talked  along  this  line. 

We  are  not  going  to  get  that  trade  just  because  we  are 
from  the  United  States.  In  fact,  I  believe  I  am  justified 
in  saying  that  in  certain  quarters  that  may  be  a  handicap. 

These  large  foreign  conmiercial  and  financial  interests 
do  not  want  us  there — ^why  should  they?  They  are  satisfied 
with  the  present  conditions  and  do  not  want  to  be  disturbed. 
That  is  a  conservatism  which  is  always  in  evidence  with 
years  of  growth.  For  years  influences  have  been  at  work  to 
create  a  political  prejudice  against  us  which  militates 
against  our  conmiercial  interests  and  we  might  as  well 
understand  that  before  we  begin. 

It  is  so  easy  for  the  man  on  the  ground  who  wants  to 
create  an  unfavorable  impression  to  create  it,  to  suggest  as 
the  manager  of  a  large  German  importing  house  did  suggest 
while  we  were  in  South  America. 
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In  eonvenation  with  a  gentleman  in  referring  to  our 
visit,  he  asked,  "What  are  they  here  for?''  And  he  then 
added  that  his  countrymen  had  come  there  and  had  invested 
their  money  in  the  development  of  the  country  but  with 
no  thought  of  annexing  it,  and  by  inference,  he  tried  to 
leave  the  impression  on  the  mind  of  the  party  with  whom 
he  was  talking,  that  our  country  had  such  dedgns,  and  as 
one  man  did  say,  while  we  were  there,  ''the  closer  the 
commercial  connection  with  the  United  States  and  the 
larger  the  business  interests,  the  sooner  will  the  United 
States  gobble  you  up  bag  and  baggage." 

Instill  that  poison  into  the  minds  of  men  day  after  day 
with  no  United  States  representative  to  counteract  it  and 
you  can  well  imagine  the  results. 

The  diplomacy  of  the  big  stick,  so  called,  has  a  very 
small  place  and  rightly  so  in  the  esteem  of  the  Soul^ 
American  people. 

At  one  of  the  banquets  given  us,  one  of  the  leading 
bankers  of  the  city,  who  was  chairman  of  the  reception 
committee,  said  to  me  during  the  evening:  "Do  you 
realise  that  there  is  a  very  deep  seated  feeling  in  the  South 
American  Republics  in  regard  to  the  imi)erialistic  ideas  and 
designs  of  your  great  Republic  in  the  north?" 

My  reply  was:  "If  so,  there  is  no  ground  for  it.  It  is 
simply  a  man  of  straw  created  by  interests  which  do  not 
want  us  here  commercially.  United  States  has  no  im- 
perialistic designs  on  South  America.  Never  have  I,  in 
public  or  private,  heard  a  man  say  a  word  or  even  vaguely 
suggest  that  our  country  desired  one  inch  of  South  Ameri- 
can territory  or  that  we  desired  one  commercial  advantage 
that  would  not  be  common  to  mankind  and  to  the  mutual 
advantage  of  both  cotmtries." 

I  said,  "I  cannot  state  the  case  too  strongly." 

His  reply  was,  "Yes,  but  you  know  what  happened  at 
Panama  and  that  is  a  sore  spot  in  South  America." 

I  replied,  "Yes,  and  you  will  also  remember  what 
happened  in  Cuba."    If  the  United  States  had  been  reach- 
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iog  out  to  absorb  territory  would  she  ever  have  spent  the 
money  and  sacrificed  the  lives  of  her  young  men  to  free  and 
then  pacify  Cuba  and  then  hand  back  the  government  to 
the  Cubans?" 

The  question  answers  itself. 

When  we  parted  company  later  in  the  evening,  this 
gentlemen  expressed  great  satisfaction  at  what  I  had  said  to 
him  and  he  then  added,  "Politicians  and  Diplomats  too 
often  use  language  to  conceal  rather  than  disclose  their 
real  thoughts,  but  in  talking  with  you,  I  feel  that  I  have  been 
talking  as  man  to  man  with  perfect  frankness  and  that  I 
have  been  given  the  truth." 

The  day  following  when  I  called  at  the  bank  to  pay  my 
respects  and  return  thanks  for  the  courtesies  extended  to 
us  and  say  a  last  goodbye,  he  again  referred  to  our  con- 
versation expressing  great  satisfaction.  This  conversation 
was  typical  of  other  conversations,  and  I  can  but  feel  that 
as  ambassadors  of  conmierce,  we  were  permitted  to  say 
some  things  and  to  leave  some  impressions  which  will  be 
of  benefit  in  ironing  out  some  mistaken  notions  with  re- 
gard to  the  attitude  of  the  United  States  towards  its  South 
American  neighbors. 

Many  people  in  these  countries  fear  the  return  of  Mr. 
Roosevelt  to  power — ^they  are  afraid  of  him,  and  this  fear  is 
being  worked  for  all  the  traffic  will  bear. 

M.  F.  Garcia  Calderon,  in  his  book  "  Latin-America,  its 
Rise  and  Progress,"  after  describing  the  efforts  put  forth  by 
the  Germans  to  obtain  a  foothold  in  South  America,  says: 
''To  save  themselves  from  the  Yankee  imperialism  the 
South  American  democracies  would  almost  accept  a  German 
alliance  or  the  aid  of  Japanese  arms;  everywhere  the 
Americans  of  the  north  are  feared." 

The  Monroe  Doctrine  he  describes  as  having  been 
transformed  from  a  doctrine  of  defence  to  one  of  offence  and 
our  recent  history,  including  what  they  call  the  seizure 
of  the  Panama  Canal  Zone  is  read  into  the  indictment. 

The  people  of  South  America  have  not  understood  that 
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the  United  States  meant  by  the  Monroe  doctrine  only  good- 
will and  protection  from  the  encroachment  of  monarchial 
governments  across  the  seas  both  for  our  own  as  well  as 
their  protection,  but  there  have  been  too  many,  who  for 
their  own  selfish  interests  have  given  to  it  and  have  culti- 
vated a  meaning  which  made  it  repugnant  to  a  proud  and 
high-spirited  people. 

These  people  were  charmed  by  Secretary  of  State  Root, 
who,  on  his  tour  of  the  South  American  Republics,  several 
years  ago,  by  his  courteous  simplicity,  dignified  manner, 
and  his  eloquent,  forceful  and,  above  all,  friendly  message, 
did  much  to  allay  the  suspicions  and  iron  out  misunder- 
standings with  regard  to  our  attitude  toward  our  South 
American  neighbors. 

They  greatly  enjoyed  the  eloquence  of  Mr  Bryan.  He 
evidently  created  on  the  whole  a  very  favorable  impression, 
but  he  was  somewhat  of  an  enigma  to  some  of  them. 

Many  of  them  could  not  understand  how  a  politician 
could  make  the  burden  of  his  speeches  ethical  ideals  and 
religious  truth  as  he  saw  it,  and  as  several  gentlemen  said  to 
me,  ''that  man  \b  a  preacher,  not  a  politician,"  to  which  I 
replied  in  the  language  of  the  street,  "Forget  it,  you  don't 
know  him." 

If  I  might  be  permitted  to  say  it,  the  one  fly  he  left  in  the 
ointment  was  his  attitude  on  the  wine  question.  He  was 
iheir  guest  and  they  felt  that  courtesy  should  have  led  him  to 
conform  to  the  customs  of  their  country,  whose  guest  he  was. 
It  was  not  necessary  that  he  drink  the  wine,  but  they  felt 
he  could  have  raised  his  glass  while  responding  to  a  toast  to 
the  President  of  their  Republics  at  the  functions  given  in 
his  honor  without  a  violation  of  principle. 

In  our  thought  we  have  considered  that  because  the 
people  of  these  countries  are  called  Americans  and  because 
their  governments  have  in  a  large  degree  been  patterned 
after  oiu*  form  of  government  that  their  thought  is  or 
ought  to  be  the  same  as  ours,  but  in  that  we  make  a  very 
great   mistake.     The   conditions   are   entirely   different. 
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Let  me  quote  from  an  address  of  a  former  President  of  the 
Argentine: 

"The  problem  in  these  South  American  Republics  is  very 
different  from  the  problems  in  North  America.  The  spirit 
that  surrounded  the  cradle  of  the  Republic  of  Washington 
was  not  the  same  as  that  which  presided  at  the  advent  of 
the  South  American  democracies.  The  proud  conquerors 
in  iron  mail  who  trod  this  part  of  America  with  rare  notions 
of  liberty  and  right,  with  absolute  faith  in  the  effect  of 
brute  force  and  violence,  were  very  different  from  those 
Puritans  who  disembarked  at  Plymouth  with  no  arms  but 
the  Gospel  and  with  no  ambition  other  than  that  of 
founding  a  new  country.'' 

''Hence  the  Latin  Republics  stand  in  need  of  a  greater 
amount  of  perseverance,  judgment  and  energy  to  wash  out 
the  original  sin,  and  to  assimilate  virtues  which  they  did  not 
inherit." 

Their  language,  education,  social  and  commercial  affiliar 
tions,  their  very  thought,  is  distinctly  Latin  and  why  should 
it  be  expected  to  be  otherwise?  Their  blood,  their  tradi- 
tions are  all  of  the  countries  from  which  they  sprang,  and 
that  blood  has  not  been  put  through  the  melting  pot  which 
in  the  United  States  has  blended  the  people  of  our  country 
in  a  sense  into  a  homogeneous  mass. 

They  have  not  had  the  benefit  of  a  public  school  system 
such  as  ours  to  do  this  blending,  though  the  Argentine, 
Branl  and  Chile  are  now  making  splendid  progress  in  this 
(Urection,  consequently  they  have  continued  to  keep  in 
close  touch  to  a  greater  degree  with  the  countries  from 
which  they  or  their  people  came. 

They  have  maintained  their  trade  and  financial  connec- 
tions with  the  old  world.  All  their  natural  inclination 
would  be  that  way.  It  was  following  the  line  of  least  resist- 
ance to  do  so  and  as  a  matter  of  fact  they  were  nearer 
to  Europe  than  to  the  United  States.  It  called  for  more  of 
an  effort  to  trade  with  the  United  States  than  with  Eiu'ope, 
beside  the  European  cotmtries  sold  them  the  kinds  of 
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merchaiidiie  thejr  were  in  the  habH  of  baying  and  wUeh 
ihey  wanted  to  oontinae  to  buy,  wbenaa  too  often  the  mer* 
chAnttf  and  mannfacturera  and  exportciB  of  the  United 
States  inwJTted  on  trying  to  make  them  buy  the  merchan- 
diae  idiich  suited  the  home  maricet  in  the  United  States. 

Dr.  LauTO  S.  Miller,  Brasilian  Minister  of  Foreign 
Affairs  and  special  envoy  to  the  United  States  in  1913,  said 
in  an  article  in  the  New  Yoric  Son,  Aug  10, 1913: 

''  If  you  ask  a  German  business  man  in  Brasil  whether  he 
can  supidy  any  object  under  the  sun  he  win  say  yes,  and  if 
necessary  he  will  cable  instructions  that  a  sample  be  maniH 
factured  and  shipped. 

''The  American  commercial  agent  will  proclaim  his  lack  of 
interest  in  goods  which  his  firm  does  not  happen  to  have 
on  the  list/' 

He  could  have  gone  further  and  said  the  national  spiiit 
was  so  strong  and  there  was  such  team  work  even  among 
sharp  competitors  that  they  would  help  their  national 
competitor  to  secure  the  business  rather  than  let  it  go  to 
foreign  competitors — another  sfdendid  object  lesson  of 
team  work  which  produces  results. 

The  immigrants  who  came  to  the  United  States  in  the 
period  up  to  say  1880  came  with  the  distinct  purpose  of 
making  their  home  in  the  new  land  in  which  to  rear  thair 
families.  The  cost  of  coming  to  the  new  country  was  rda- 
tively  large  and  it  was  a  great  burden  and  the  immigrants 
never  expected  to  return  to  their  native  land.  Their  home 
in  the  future  was  to  be  in  the  land  of  promise  and  opportuni- 
ty. The  ocean  has  now  become  a  ferry  and  the  immigrant 
in  many  cases  comes  expecting  when  he  has  made  some 
money  to  return  to  his  native  land.  He  does  not  become 
a  citizen.  He  often  has  no  thought  in  that  direction. 
America,  both  North  and  South,  to  many  of  the  immi- 
grants now,  is  simply  a  place  to  work  and  earn  money  to 
take  back  to  the  old  country.  He  comes  as  an  alien  and 
he  remains  an  alien,  expecting  when  he  has  "made  his 
pile,"  be  it  large  or  small,  to  return  to  his  old  home. 


We  in  the  United  States  have  been  getting  of  late  years 
a  large  number  of  what  might  be  called  itinerant 
immigrants,  who  come  to  this  comitry  with  no  thought  of 
making  this  country  their  permanent  home.  The  South 
American  Republics  got  comparatively  few  of  the  early 
immigrants  such  as  came  to  the  United  States  prior  to  say 
1880,  their  growth  has  been  largely  since  the  ocean  became 
a  ferry. 

Since  then  South  America  has  had  a  large  foreign  immi- 
gration, but  it  has  been  in  a  large  measure  of  the  itinerant 
variety.  They  have  not  taken  root  in  the  South  American 
soil.  They  have  remained  Italians,  Spaniards,  Portuguese, 
Germans,  French,  etc.,  adhering  to  their  own  homeland 
customs,  eating  the  same  food  and  even  after  thirty-five 
years  demandmg  unported  macaroni,  spaghetti,  etc. 

They  have  intermarried  among  themselves,  but  a  large 
portion  of  them  have  in  no  sense  become  Argentines, 
Brazilians  or  Chileans,  etc. 

They  have  not  been  assimilated  as  have  the  earlier 
inunigrants  who  came  to  the  United  States.  In  fact,  until 
very  recently  people  of  South  America  did  not  desire 
them  as  citizens. 

They  wanted  them  to  come  because  they  needed  their 
labor,  but  they  did  not  desire  them  to  purchase  land, 
though  they  wanted  them  to  till  it. 

In  other  words,  the  laigi^  land  owners  wanted  to  retain 
their  large  holdings  as  plantations  to  be  worked  on  shares 
so  that  they,  or  their  families,  might  get  all  the  benefit  of  the 
unearned  increment  of  the  coming  years. 

The  broader  minded  men  of  to-day  see  that  that  is  a 
mistake  and  that  in  order  to  make  a  citizen  who  will  be 
worth  something  to  the  country  he  must  have  a  stake  in  the 
soil — then  and  then  only  does  he  cease  to  be  an  itinerant 
laborer,  whose  interest  is  here  to-day  and  elsewhere  to- 
morrow; with  ownership  of  the  soil  the  anchor  holds.  The 
Agricultural  and  Educational  departments  of  the  Argen- 
tine, Brazil  and  Chile  are  doing  splendid  pioneer  work 
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along  this  fiae.     Other  eountria  wmj  be  doiBg  the 
bat  the  wofk  wbs  aot  eo  meh  m  evidenee. 

BuniMs  in  Sooth  America  is  Tcry  hui^elj  in  the  hands  of 
the  f ordgn  importing  hooaea,  finna  with  large  means,  large 
stoeks  of  merchandise,  and  weU  cstaUiehed  copnectiona  and 
they  suppl  J  the  smaller  houses  who  do  the  distributing. 

These  smaller  merchants  or  distributocs,  if  I  mif^t  use 
that  term,  are  generally  ^leaking  the  real  Sooth  Americans, 
and  they  are  not  entirely  hap|»y  under  present  conditioDS 
and  would  be  glad  to  open  up  other  aTcnues  tiirou^  whidi 
they  mi^t  secure  both  merchandise  and  credit  and  at  the 
same  time  diqiose  of  ihdr  own  products. 

They  feel  that  they  are  in  a  sense  in  a  pocket,  but  their 
line  of  credit  with  these  large  importing  houses  is  in  most 
cases  stretched  to  the  limit  and  they  are  not  always  free  to 
open  up  new  avenues  for  the  purchase  of  other  goods. 
Many  of  them  would  not  dare  to  do  so,  through  fear  that 
if  it  were  known  their  line  of  <7edit  mif^t  be  cut  down;  and 
if  the  importing  houses  on  which  they  depended  did  this, 
the  connection  between  the  importing  houses  and  the  bank 
is  often  so  close  that  there  is  every  likelihood  that  their 
bank  loans  might  also  be  called  so  that  they  are  not  entirely 
free  agents  in  this  nutter. 

Notwithstanding  these  conditions,  they  frequently  do  try 
to  establish  other  connections  for  the  purchase  of  mer- 
chandise, but  when  the  remittances  are  made,  then  the 
close  connection  between  the  bank  and  the  importing  house 
again  does  its  work  and  the  fact  is  at  once  known  that  pur- 
chases are  being  made  outside  the  regular  channel. 

The  nearest  analogous  condition  that  I  can  suggest  we 
find  in  the  printing  trade  in  this  coimtry,  where  a  printer 
with  a  small  capital  is  in  a  degree  owned  by  the  jobbing  paper 
house  from  which  he  purchases  his  supplies.  In  proportion 
to  his  capital  he  owes  his  jobbing  connection  so  much  that 
he  doos  not  dare  to  buy  from  any  other  source  for  fear  that 
tho  jobbing  house  that  has  been  carrying  him  will  refuse  to 
continue  to  carry  him  and  call  upon  him  to  square  up  his 
account,  which  he  knows  he  cannot  do. 
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This  same  condition  which  applies  to  other  lines  of  trade 
well  illustrates  the  condition  which  exists  in  South  America. 

Bear  in  mind  that  through  the  boards  of  directors  of  the 
bank,  through  their  National  clubs  and  social  organisations^ 
which  are  practically  in  every  city,  there  is  a  commimity  of 
interest  in  operation  of  which  we  in  this  country  have  no 
conception. 

We  were  in  school  in  South  America,  in  fact,  we  were  in 
the  kindergarten  class.  In  a  sense  we  re-discovered  South 
America  and  we  also  discovered  our  own  ignorance  in 
regard  to  the  great  Republics  in  the  Southern  continent. 

We  were  hiuniliated  by  our  lack  of  knowledge  of  our 
neighbors  in  South  America,  but  there  is  a  reason  for  most 
things  and  there  is  for  this. 

In  our  country  we  have  had  a  continent  to  develop  and 
have  been  very  busy  tilling,  so  to  speak,  our  own  large  farm, 
and  it  has  made  our  thought  along  certain  lines  very  pro- 
vincial. 

We  have  not  been  compelled  to  go  to  the  four  comers  of 
the  earth  for  business  and  we  have  not  thought  in  terms  of 
the  world  as  some  nations  have  been  compelled  to  think,  and 
while  we  have  been  busy  at  home,  they  have  been  planting 
the  seeds  of  their  business  all  over  the  world  and  the 
roots  have  taken  firm  hold  in  the  soil. 

The  thing  that  impressed  me  and  made  me  humble  and 
sometimes  humiliated  was  oiur  provincialism — our  localism 
as  compared  with  the  world  knowledge  and  world  vision 
which  some  of  the  men  had  with  whom  we  talked. 

While  our  minds  were  in  a  degree  provincial,  the  minds 
of  many  of  the  men  we  met  were  international. 

They  saw  a  world  where  we  saw  only  our  coimtry. 
Remember  we  had  an  opportunity  to  meet  many  of  the 
brightest  men  who  are  in  control  of  the  larger  commercial 
interests  and  after  such  conferences  we  soon  got  over  the 
notion  that  we  in  the  United  States  invented  business — ^we 
did  nothing  of  the  kind. 

We  can  with  profit  take  lessons  from  some  of  the  men  from 
the  other  nations  of  the  earth. 
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From  remarks  made  to  membeia  of  our  dd^atkm  we  are 
led  to  believe  that  our  Tisit  to  the  RepoblicB  of  SouthAmerica 
was  the  means  of  bringing  closer  together  different  commer- 
cial and  finandal  OTganiiations  in  some  of  the  cities  visited. 
We  were  told  that  Bome  organisations  had  been  brou^t 
together  to  entertain  our  del^ation  that  had  really  never 
oo-operated  before,  and,  as  a  result,  competitors  in  some 
of  these  cities  met  on  a  social  basis  for  the  first  time,  and  I 
have  no  doubt  each  voted  the  other  a  royal  good  fellow, 
whom  it  had  been  a  pleasure  to  meet. 

Now  to  the  object  of  our  visit. 

It  is  our  hope  and  expectation  that  this  tour  ^Hiich 
we  made  will  result  to  the  mutual  advantage  of  all  coun- 
tries and  if  it  does  not  work  to  our  mutual  advantage,  then 
no  lasting  benefits  will  result;  for  wa3rwiBe  business  men 
have  learned  that  there  are  and  must  be  two  best  ends  to 
every  bargain — ^that  both  parties  to  a  business  transaction 
must  be  satisfied  if  they  would  continue  to  do  business.  If 
the  benefits  are  all  on  one  side  th^  will  drift  apart. 

It  is  our  hope  that  in  the  years  to  come  our  people  and  the 
people  of  the  countries  we  visited  will  look  back  to  the  time 
in  1913,  when  there  began  a  new  era  in  the  friendship  be- 
tween our  countries,  out  of  which  will  have  grown  a  volume 
of  commerce  larger  than  we  of  to-day  would  even  dare  to 
dream,  for  we  know  that  the  currents  of  trade  run  strongest 
where  friendship,  confidence  and  good-will  exists,  and  where 
these  are  lacking  there  are  no  trade  currents  worthy  of  the 
name. 

Now  permit  me  to  speak  directly  and  pointedly  to  the 
American  manufacturer,  merchant  and  exporter.  You 
will  never  get  any  considerable  portion  of  that  trade  by 
appointing  agents  to  represent  your  lines  who  also  repre- 
sent competing  lines  from  Europe.  You  may  get  a  few 
orders — ^just  enough  to  retain  the  agency,  so  to  keep  in- 
formed as  to  what  you  are  doing  and  know  your  best  prices 
and  terms  and  I  might  be  permitted  to  add,  just  enough  to 
dispose  of  you  as  a  competitor  by  t3ring  your  hands  and  you 
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may  be  as  completdy  disposed  of  as  though  you  had  been 
driven  out  of  the  market  by  competition;  but  in  one  case, 
you  would  have  gone  down  fighting,  while  as  a  matter  of  fact, 
in  the  other  case,  you  were  simply  put  to  sleep. 

You  will  never  get  any  considerable  portion  of  that  trade 
by  absent  treatment  methods.  The  men  who  control  the 
trade  now  did  not  get  it  by  that  method,  nor  will  you  get 
it  by  the  appointment  of  agents  who  simply  keep  your 
catalogues  on  file,  and  who  show  your  goods  and  quote 
prices  when  a  customer  calls  and  inquires  for  your  goods. 
You  would  be  in  bankruptcy  in  this  country  to  follow  that 
policy. 

What  reason  have  you  to  expect  returns  in  a  foreign  coun- 
try following  a  policy  which  you  know  would  spell  failure 
here,  where  you  are  supposed  to  know  all  the  commercial 
conditions. 

You  wiU  not  make  much  money  to  begin  with  because  the 
volume  of  business  will  be  small  to  begin  with.  In  fact,  you 
must  expect  that  the  balance  will  be  the  other  way  this  year, 
next  year,  and  perhaps  the  next  year.  You  must  be  content 
to  make  investment  for  the  future  without  present  returns. 
You  must  be  willing  to  pay  for  your  own  education  because 
no  one  else  will  pay  for  it.  You  must  pay  for  the  seed  and 
the  cost  of  planting  and  tilling  and  be  content  to  wait  for 
the  harvest  later. 

That  is  what  you  would  do  if  you  were  starting  a  new 
business  here  in  this  cotmtry.  Why  should  you  expect 
returns  in  a  foreign  country  on  a  different  basis? 

The  successful  merchant  and  manufacturer  is  successful 
in  this  country  because  in  season  and  out  of  season  he  is 
following  the  example  of  the  Great  Apostle  Paul,  "This  one 
thing  I  do." 

The  men  who  have  built  up  a  successful  business  on 
any  line  of  goods  do  not  usually  carry  them  as  a  side  line. 
They  make  the  line  their  principal  business  and  keep 
eternally  pushing  it. 

You  must  be  continually  pushing  your  goods,  bringing 
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them  to  the  attention  of  proBpective  buyers,  and,  in  a  word, 
creating  a  demand  and  compelling  them  to  buy.  That,  and 
that  only,  brings  success  in  this  country.  Why  should  you 
e3q)ect  success  by  any  other  course  in  markets  where  you 
must  meet  the  competition  of  the  world? 

You  must  leam  to  do  business  in  those  countries  the  way 
their  merchants  want  to  do  business.  You  must  conform 
to  their  ways  and  not  expect  them  to  conform  to  yours, 
and  socially  you  must  be  able  to  talk  with  them  intelli- 
gently about  the  things  they  are  interested  in,  your  life  and 
theirs  must  flow  together. 

Their  business  life  seems  to  have  in  it  a  larger  social 
element  than  does  ours.  You  must  try  to  please  the  cus- 
tomer, and  satisfied  customers  are  the  largest  asset  that  any 
business  house  can  have,  for  satisfied  customers  usually 
have  no  desire  to  change  their  connection. 

You  must  be  able  to  give  expression  to  your  thought  in 
the  language  of  the  customer  whom  you  hope  to  serve  with- 
out the  aid  of  an  interpreter. 

There  are  a  good  many  things  that  cannot  be  done  by 
proxy.  I  will  grant  that  you  can  make  love  to  a  girl  even 
if  you  don't  understand  a  word  of  her  language  and  she 
doesn't  understand  a  word  of  yours,  because  the  language 
of  love  is  a  universal  language,  but  you  cannot  sell  goods  on 
that  basis. 

How  shall  we  get  a  part  of  that  South  American  tradeT 
First,  we  must  set  a  hi^  standard  for  commercial  integrity. 
We  must  see  to  it  that  the  word  of  the  American  merchant, 
manufacturer  or  exporters  in  respect  to  his  goods  rings  true, 
not  occasionally,  but  every  time.  There  must  be  no  sub- 
stitution of  grades.  Standards  of  quality  must  be  main- 
tained and  we  must  do  business  with  a  sixteen  ounce  pound 
and  a  thirty-eix-inch  yardstick. 

We  must  turn  no  short  comers  in  commercial  transac- 
tions. Every  "scrap  of  paper"  must  stand  the  acid  test  of 
integrity. 

We  must  set  for  ourselves  the  highest  commercial  ideals 

38 


and  thus  and  thus  only  shall  we  have  a  right  to  rank  among 
the  great  commercial  nations  of  the  world  and  obtain  a 
share  of  their  trade. 

In  conversation  with  one  of  the  largest  men  whom  it 
was  my  privilege  to  meet  in  South  America,  he  said:  "  I 
used  to  feel  in  coming  to  the  United  States  that  I  got  a 
moral  commercial  uplift  but  I  do  notfeel  that  I  get  it  now 
that  things  are  so  commercialised." 

I  asked  him  if  he  was  entirely  certun  that  the  trouble 
was  all  in  the  United  States.  Might  it  not  be  that  he 
was  breathing,  perhaps  helping  to  create  an  atmosphere 
of  competitive  commercialism  which  made  it  difficult  to 
recognise  moral  standards,  and  his  reply  was  ''perhaps  so." 

Now  be  that  as  it  may,  if  conunercialism  is  so  taking 
possession  of  men  that  moral  commercial  standards  are 
being  lost  sight  of,  then  the  foundations  of  permanent, 
successful  business  in  these  countries  are  not  being  securely 
laid. 

The  merchants  of  these  countries  visited  have  connec- 
tions of  many  years'  standing  and  in  many  cases  trade 
friendships  have  been  formed  which  do  not  bear  the  sign 
of  the  dollar. 

These  merchants  are  intensely  loyal  to  business  friends 
who  are  loyal  to  them  and  they  will  be  just  as  loyal  to  us 
when  we  have  through  years  of  friendship  and  service 
earned  the  right  to  such  loyalty,  but  not  till  then. 

The  great  majority  of  clerks  and  the  men  who  will  in  the 
coming  years  become  the  buyers  and  managers  for  com- 
mercial houses  in  South  America  are  largely  foreigners — 
Scotch,  English,  Germans,  etc. 

The  North  American  is  reaUy  not  at  present  in  the  race 
and  you  ask,  "Why?"  The  answer  is,  because  he  has  not 
been  crowded  out  of  his  own  country  as  these  other  men 
have. 

In  a  sense,  the  man  from  the  United  States  has  not  been 
obliged  to  go  abroad.  Necessity  has  not  been  the  impelling 
power  to  force  him  out  into  the  world.   The  North  American 
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feds  that  he  can  go  back  home  any  time  and  too  often  he 
has  gone  to  South  America  with  no  intention  of  making 
that  coimtry  his  permanent  home.  As  one  man  in  a  com- 
manding commercial  position  said  to  me:  ''I  can  get 
better  service  from  the  other  class  of  men,  for  they  intend 
to  anchor  and  stay  here  and  their  mind  is  on  their  job, 
first,  last  and  all  the  time. 

I  have  had  a  great  many  young  men  from  the  States  and 
and  most  of  them  have  looked  upon  a  trip  to  South  America 
as  a  kind  of  junket  or  vacation  and  at  the  end  of  a  year  or 
eighteen  months,  they  b^in  to  sigh  for  Upper  Broadway 
and  the  Bowery,  and  incidentally  $12.00  or  $15.00  per 
week,  whereas  the  men  from  Scotland  (and  they  are  among 
the  best)  and  England  and  Germany  expect  to  remain  here 
permanently. 

Now  we  will  suppose  you  are  one  of  these  young  men  from 
Europe,  with  all  your  connections  in  Europe. 

If  you  were  a  buyer  where  would  be  your  natural  incli- 
nation to  send  your  orders  for  merchandise? 

To  the  United  States,  where  you  know  no  one,  or  to 
your  own  country,  where  you  know  the  men  with  whom 
you  are  doing  business  and  corresponding  regularly?" 

The  question  answers  itself  why  the  stream  flows  to  Eu- 
rope rather  than  to  the  United  States. 

It  is  not  going  to  be  an  easy  matter  to  take  any  considera- 
ble amount  of  South  American  business. 

The  foreign  nations  now  there  are  securely  entrenched. 
They  have  built  up  their  business  by  persistent  and  in- 
telligent effort  and  they  have  the  ''know-how"  which  it 
took  them  years  to  acquire  and  of  which  some  of  us  do  not 
yet  know  the  A-B-C. 

In  many  cases  the  tariff  duties  are  in  effect  prohibitive 
and  in  some  cases  anything  but  equitable,  and  can  be 
changed  simply  by  an  executive  order;  for  example:  in 
some  cases  the  duty  is  levied  on  the  weight  of  the  entire 
shipment  including  the  wooden  cases. 

Take  the  case  of  my  own  business.    The  tariff  on  paper 
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and  envelopes  is  based  on  weight  by  Kilo  2%  lbs.  and  the 
duty  is  thus  the  same  on  an  envelope  costing  50c.  per  M 
that  it  is  on  an  envelope  costing  12.00  per  M.  Duty  on 
shoes  is  by  the  pair,  so  that  a  cheap  shoe  pajrs  the  same 
du^  as  the  more  expensive  goods. 

It  would  be  simply  impossible  for  any  one  on  a  flying  trip 
such  as  we  made  to  lay  down  rules  or  formulate  policies 
by  which  manufacturers  of  different  lines  of  business  could 
plan  to  enter  these  markets. 

Our  knowledge  of  the  different  lines  of  industry  would  be 
too  meagre  for  that.  All  one  can  do  would  be  to  briefly 
outline  conditions,  and  each  particular  line  of  industry  would 
be  obliged  to  make  a  close  study  of  the  conditions  connected 
with  their  business  and  for  themselves  determine  the  kind 
of  goods  for  which  there  might  be  a  market  and  how  best 
that  market  might  be  served. 

For  example,  a  man  in  the  steel  business  might  not  be 
qualified  to  determine  how  the  paper  business  ought  to  be 
handled,  nor  would  a  man  in  the  paper  business  be  qualified 
to  determine  how  plimiber's  supplies  should  be  marketed. 

We  must  send  good  men  who  thoroughly  understand 
their  lines  of  goods.  That  does  not  perhaps  mean  to  send  a 
crack  salesman  who  has  made  a  great  record  in  the  States. 
The  problem  here  is  a  new  one  and  such  a  man  would  not  be 
satisfied  with  the  small  volume  of  business  which  he  might 
develop,  for  he  may  have  grown  past  the  day  of  smaller 
things,  but  what  we  want  to  do  is  to  select  a  young  man  of 
promise  who  gives  evidence  of  ability,  who  has  not  yet  as 
the  French  would  say  "  arrived, "  but  who  is  willing  to  b^in 
where  the  crack  salesman  b^an  twenty  years  ago  to  build 
up  his  trade  and  who  will  grow  with  the  growth  of  the 
business,  and  who  will  cultivate  that  finest  conunercial 
asset,  confidence  and  goodwill,  so  that  he  and  his  trade 
will  grow  together. 

There  is  a  lot  of  talk  in  the  newspapers  about  "America's 
seizing  the  world's  trade, "  but  there  won't  be  any  seizing  of 
the  world  trade  except  as  the  result  of  the  hardest  kind  of 
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If  your  customer  orders  goods  packed  ''knocked  down" 
then  pack  them  that  way.  When  in  South  America  I  was 
given  the  detail  connected  with  a  91,500  shipment,  which 
cost  an  excess  tariff  duty  of  $226  in  gold,  because  the 
manufacturer  thought  he  knew  better  than  his  customer 
how  the  goods  ought  to  be  packed,  or  perhaps  (which  is  more 
likely)  he  did  not  think  at  all.  In  this  case  the  tariff  regu- 
lations provided  two  schedules,  one  ''set  up,''  the  other 
"knocked  down"  at  a  lower  rate  of  duty.  The  customer 
knew  those  conditions,  the  manufacturer  did  not. 

When  your  customer  says,  "Waterproof  lined  and  se- 
curely strapped  with  wire,  or  steel  strap  your  cases,"  follow 
his  instructions.  If  you  had  ever  seen  them  imloading  goods 
from  a  steamer  to  a  lighter  on  the  west  coast  of  South 
America,  with  the  lighter  rising  and  falling  ten  or  twenty 
feet  with  each  wave,  and  with  the  sea  breaking  over  the 
lighter,  you  would  know  why  your  customer  was  so  parti- 
cular in  giving  instructions. 

There  are  few  harbors,  and  practically  no  docking 
facilities  on  the  Pacific  coast  of  South  America  and  vessels 
are  obliged  to  anchor  in  the  open  roadstead,  and  both 
passengers  and  freight  are  taken  ashore  in  lighters,  a  most 
inconvenient  method  for  loading  or  unloading  either  pas- 
sengers or  freight  for  in  stormy  weather  it  is  impossible  to 
do  either. 

I  talked  with  sea  faring  men  who  had  been  obliged  to 
wait  for  a  month  for  suitable  weather  in  which  to  land  their 
cargoes  and  with  one  captain  who  was  once  detained  six 
weeks  before  he  could  land  a  cargo  of  railroad  supplies. 

If  your  customer  orders  you  to  put  certain  numbers  on 
your  cases,  follow  his  instructions;  but  if  you  are  a  jobber, 
do  not  leave  on  the  factory  numbers,  thus  double  numbering 
the  cases.  Be  sure  that  the  case  numbers  on  the  cases  and 
invoices  agree,  and  that  there  is  only  one  case  number  on 
each  case.  When  cases  are  delivered  at  the  custom  houses 
the  case  numbers  are  taken  by  a  checker  and  when  consignees 
present  their  invoices  the  numbers  are  checked  up. 
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When  in  South  America  I  saw  a  shipment  which  had  been 
lost  for  months,  and  which  had  been  the  subject  of  much 
correspondence  between  Callao  and  New  York,  and  which 
had  created  much  bad  feeling  while  the  goods  had  been  in 
the  custom  house  storage  at  port  of  delivery  all  the  time, 
rolling  up  a  bill  of  expense.  The  dock  clerk  in  checking  in 
had  taken  down  the  factory  nimibers. 

The  jobbing  house  in  this  case  had  in  addition  put  on 
their  shipping  niunbers,  those  being  the  numbers  on  the 
invoices,  but  the  checker  had  taken  down  the  factory  num- 
bers and  they  had  no  record  of  the  case  numbers  on  the 
invoices  and  reported  that  the  goods  had  not  arrived. 

If  you  begin  to  do  business  with  a  firm  when  you  need 
their  business  then  stay  with  them,  and  do  not  neglect  them 
as  soon  as  your  local  business  revives.  You  may  want  them 
later,  and  it  will  be  easier  to  keep  them  as  customers  than 
win  back  their  business  after  you  have  neglected  them. 
They  never  forget  or  forgive  that  kind  of  treatment;  their 
business  is  not  entirely  for  your  convenience. 

If  you  have  foreign  business  and  you  must  delay  some 
shipments  do  not  delay  the  shipments  to  your  foreign  cus- 
tomers to  whom  you  can  ship  only  occasionally.  Bend  all 
your  energies  to  ship  the  goods.  Some  of  your  local  ship- 
ments can  go  the  next  day  without  loss  or  inconveniece,  but 
if  this  export  shipment  misses  the  connection,  that  one  day's 
delay  at  the  factory  may  cause  a  month's  delay  in  the  deliv- 
ery of  the  goods,  for  the  shipment  may  be  timed  to  catch 
several  steamers  before  it  reaches  its  final  destination. 

And  finally,  on  your  mail,  be  sure  and  put  on  sufficient 
postage.  It  is  not  the  amount  at  issue,  it  is  the  constant 
petty  irritation  that  hurts. 

I  am  not  perhaps  qualified  to  speak  on  the  subject  but  as 
South  America  is  not  yet  a  manufacturing  coimtry  the  de- 
mand for  machine  tools,  it  would  seem  to  me,  must  at  present 
be  limited.  They  have  not  grown  to  that  yet.  Manufactur- 
ing plants  and  the  skilled  mechanic  in  that  country  are  not 
in  evidence  in  large  numbers.  Now  how  about  business 
in  our  country  for  the  future. 

4S 


mtelligent,  penifltent  and  painstakmg  work;  as  one  forceful 
writer  has  said:  '^I  believe  if  America  tries  to  shoulder  the 
world's  work  to  carry  the  Vhite  man's  burden'  it  will  get 
all  it  ought  to  get  of  ihe  world's  trade  and  profit.  Further- 
more, if  it  takes  the  burden  of  the  world's  work  it  will  be  so 
sobered  as  to  prevent  a  vast  deal  of  rough  and  tumble  busi- 
ness, that  without  adequate  preparation  will  grab  for  what 
it  cannot  hold  and  what  it  was  never  worthily  prepared  to 
get" 

It  is  not  going  to  be  an  easy  task,  but  the  Almighty  has 
no  rewards  for  the  man  who  is  looking  for  an  easy  place. 
I  have  always  understood  that  the  only  real  easy  place 
on  this  earth  is  the  grave,  but  that  is  the  place  for  dead  men. 

South  America  is  no  place  for  a  man  who  finds  the  pace  at 
home  too  fast  for  him.  The  pace  is  going  to  be  fast  there 
where  we  must  meet  the  competition  of  the  world. 

In  this  address  I  have  tried  not  to  deal  with  glittering 
generalities  but  have  tried  to  be  specific  and  deal  with 
things  in  the  concrete.  I  have  tried  to  make  you  see  the 
country,  the  people  and  the  conditions  as  I  saw  them.  I  am 
conscious  that  some  of  the  detail  reads  like  kindergarten 
instruction,  but  that  is  what  we  need  in  this  country  in  the 
matter  of  foreign  business. 

Now  in  closing,  let  me  point  out  certain  definite  things  to 
be  carefully  noted. 

Learn  to  observe  the  amenities  of  business.  Do  not  put 
into  your  business  so  much  hustle  that  the  courtesies  are 
crowded  out.  Courtesy  with  these  people  will  pay  sub- 
stantial dividends. 

To  get  and  hold  any  fair  share  of  the  South  American 
trade,  we  can  do  several  things  with  profit.  Cultivate  the 
scientific  thoroughness  and  painstaking  care  of  the  Germans 
to  whom  no  detail  is  too  small,  but  do  not  cultivate  his 
lordly,  domineering  and  insulting  attitude  of  superiority 
which  is  everywhere  in  evidence.  Cultivate  the  courtesy 
of  the  refined  Frenchman,  Spainard  and  Italian,  and  the 
bull-dog  tenacity  of  the  British  in  holding  a  customor, 
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always  having  in  mind  that  it  is  exactly  the  same  there  that 
it  is  here,  more  easy  to  hold  an  old  customer  than  to  get  a 
new  one. 

We  will  grant  that  customers  will  be  hard  to  get,  but  the 
same  quality  that  makes  them  hard  to  get,  will  make  them 
easy  to  hold  if  you  treat  them  right,  and  you  have  no  busi- 
ness in  those  markets  if  you  do  not  intend  to  do  that.  Re- 
member you  are  in  this  field  in  competition  with  the  world. 

Do  not  have  a  half  dosen  prices  for  your  goods.  Make 
your  terms  as  easy  and  prices  as  low  as  you  ought  to  make 
them,  and  then  stand  by  your  guns. 

Maintain  the  quality  and  never  substitute  something 
else  just  as  good  or  pretty  nearly  the  same  or  even  better 
quality.  If  you  have  not  got  what  is  ordered  and  cannot 
get  it,  do  not  send  anything.  But  try  to  get  the  iking  ordered, 
even  if  you  do  not  break  even  on  the  transaction.  The  small 
amount  lost  on  the  transaction  may  be  a  wonderful  invest- 
ment for  future  business. 

Do  your  corresponding  and  invoicing  in  the  language 
of  the  people  you  have  to  serve,  and  sign  your  letters  with  a 
pen  and  never  with  a  rubber  stamp.  That  does  not  look 
weU,  nor  is  it  good  form  in  this  country,  and  it  is  looked  upon 
as  being  still  worse  in  foreign  countries. 

Fill  orders  exactly  as  given.  Do  not  add  to,  or  send  short, 
if  it  can  possibly  be  avoided,  and,  if  need  be,  inconvenience 
yourself  a  good  deal  in  order  to  ship  the  exact  amount 
ordered. 

When  your  customer  says — cases  not  to  exceed  a  certain 
size  or  weight,  follow  his  instructions.  Your  customer  knows 
the  carrying  power  of  the  donkey  or  llama  which  is  to  take 
these  goods  over  the  mountain  trails  into  the  interior.  You 
do  not  know  that. 

Pack  your  goods  the  way  your  customer  orders  them 
packed.  They  are  supposed  to  know  how  they  ought  to  be 
X>acked  to  meet  the  demands  of  their  market.  They  know 
the  conditions — ^you  do  not.  Assume  that  they  know  what 
they  want  when  they  order,  you  think  you  do  when  you 
order  goods. 
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^The    Greatest    Movement 

in  Americra^ 

By  Lawrence  Chainbcriaiii. 

ABOUT  a  year  ago  the  Pre^dent  of  an  American 
business  organization  laid  before  one  of  our  fore- 
most capitalists  and  public  spirited  citizens  an  out- 
line of  the  brief  history  of  that  organization,  its  struc- 
ture, and  its  ambitions.  The  distinguished  citizen,  ac- 
cording to  his  custom,  caused  to  be  undertaken  by  his 
aides  a  thorough  investigation  of  the  matter  presented 
and  thereafter  invited  the  President  to  his  home.  "I 
am  tremendously  interested  in  this  work,"  said  the  host, 
''and  believe  you  are  heading  the  greatest  mcvemeni  under 
way  ffi  this  country  to-day" 

The  citizen  may  be  nameless ;  the  pre^dent  was  Harry 
A.  Wheeler,  also  vice-president  of  the  Union  Trust  Co. 
of  Chicago ;  the  organization  was  the  Chamber  of  Com- 
merce of  the  United  States. 

"The  greatest  movement  under  way  in  this  country 
to-day"  is  a  very  strong  characterization,  coming  from 
a  man  who  is  head  and  shoulders  of  more  than  one 
great  movement.  In  this  age  nf  unrest  the  world  over, 
the  United  States  has  a  fore  place  as  initiator  and  culti- 
vator of  epoch-making  ideas.  In  competition  with  so- 
cialism, with  social  democracy,  with  feminism,  with  en- 
franchisement of  women,  with  liquor  prohibition,  with 
evangelism,  with  (possibly)  militarism,  and  numerous 
other  isms  and  cults  that  enlist  sympatiiy  and  support 
on  every  hand,  to  be  ''the  greatest  movement"  requires 
tremendous  distinction  and  unusual  proofs  to  win  ac- 
ceptance. 


llie  present  Chamber  of  Commerce  of  the  United 
States  had  a  notable  beginning.  In  April,  1912,  William 
H.  Taft,  then  President  of  the  United  Sutes,  called  a 
conference  in  Washington  of  representatives  of  all  local 
commercial  bodies  to  discuss  the  advisability  of  a  na« 
tional  organization  of  business  men«  Out  of  the  fullness 
of  his  own  ripe  experience,  and  out  of  the  experience  of 
preceding  administrations,  the  President  realized  that 
the  Federal  Government  was  grievously  handicapped  m 
an  impartial,  consistent  and  provident  disposition  of 
national  affairs  because  it  had  not  the  benefit  of  national 
counsel  in  business  problems. 

With  every  succeeding  decade  the  dependence  of  the 
world  and  all  its  peoples  on  the  observance  of  economic 
law  becomes  more  apparent.  Not  armament,  but  grain 
and  the  growth  and  trend  of  population  shape  the  des- 
tinies of  nations.  Therefore  now  as  never  before  the 
test  of  party  competency  for  power  is  its  contribution  to 
national  wealth.  In  national  and  state  halls  of  legisla- 
ture an  increasing  measure  of  thought  and  direction  is 
applied  to  the  business  of  community  living. 

At  the  time  this  conference  was  called,  and  for  years 
previously,  Washington  had  not  lacked  the  focussed 
judgment  and  concerted  action  of  organized  labor; 
Washington  had  not  been  unaware  of  the  needs  of  agri* 
culture,  expressed  perhaps  only  less  concertedly  through 
the  Farmers*  Union  of  the  South  and  the  Farmers' 
Granges  of  the  North.  But  the  third  side  of  the  g^eat 
triangle  of  industrial  interests,  less  important  numeri- 
cally, but  no  less  important  intrinsically — ^business — ^was 
without  a  representative  voice  at  the  seat  of  govern- 
ment because  it  lacked  a  national  organization. 

There  may  have  been  good  reason  for  this  lack.  Only 
the  youngest  of  this  present  business  generation  are 
personally  unfamiliar  with  a  time  when  business  in  its 
largest  units  was  the  most  active  and  reprehensible 
special  pleader  in  legislative  lobbies.  Since  the  death 
of  the  old  order  of  things  business  of  scope  has  been 
on  the  defensive  to  the  point  of  cowardice.     Private 


business  in  large  industrial  units,  even  when  regulated 
by  government^  has  been  so  generally  condemned, 
that,  deserved  or  undeserved,  it  has  taken  denundation 
and  chastisement  as  a  matter  of  course. 

A  man  need  not  be  an  idealist,  in  the  common  sense, 
to  have  vision.  President  Taft  saw  the  possibilities  in 
a  business  organization  broad  as  the  country  and  there- 
fore without  sectional  prejudice,  comprehensive  as  the 
varieties  of  business  itself,  embracing  every  type  and 
every  size  of  mercantile  unit  to  enlist  the  strength  of 
all  proprietorship. 

Six  hundred  men,  from  all  states  in  the  Union,  came 
to  Washington  at  his  call^  decided  promptly  that  the 
country  needed  business  union,  and  elected  a  temporary 
Board  of  Directors  to  draw  a  code  and  regulations. 
That  constitution  and  those  by-laws  well  repay  study. 
The  ensuing  solid  achievements  were  made  possible 
by  the  admirable  architectonic  of  organization.  The 
notable  beginning  was  followed  by  notable  growth.  In 
the  three  short  years  since  the  unheralded  first  meeting 
there  has  grown  up  almost  unremarked  a  National  Cham- 
ber of  Commerce,  which  to-day  is  the  biggest  business  or- 
ganization in  the  world,  with  an  '^organization  member- 
ship" of  640  national  trade  organizations,  community 
chambers  of  commerce,  boards  of  trade,  and  merchants' 
and  manufacturers'  associations,  located  in  every  state 
except  New  Mexico,  and  in  the  Philippines,  Hawaii, 
Porto  Rico,  Paris,  Berlin  and  Constantinople.  In  addi- 
tion to  the  "organization  membership"  the  National 
Chamber  has  immediate  contact  with  its  constituency 
by  means  of  ''individual  memberships."  In  three  years 
Arough  this  membership  the  expression  or  action  of  the 
Chamber  has  become  the  voice  or  motion  of  over  300,000 
business  men,  firms  and  corporations. 

The  Chamber  of  Commerce  of  the  United  States 
works  without  ostentation.  It  has  no  press  bureau.  Its 
publicity  committee  is  modest  Its  rapid  rise  to  unde- 
monstrative, respected  influence  is  due  to  its  demo- 
cratic structure  and  control  and  to  the  representative 


character  of  its  support  The  smallest  organization  ad- 
mitted to  membership  has  one  delegate  and  one  vote; 
the  largest  and  most  influential  only  ten  delegates  and 
ten  votes.  A  forty-iive  day  referendum  and  a  two- 
thirds  vote  are  required  to  commit  the  Chamber.  It  will 
consider  only  national  questions.  By  its  national  char- 
acter, democratic  constitution,  open  methods,  intelligent 
conduct,  and  unstinted  application  to  current  business 
problems  the  Chamber  has  won  the  confidence  and  re- 
spect of  the  congressional  leaders  of  all  parties  and  most 
positive  co-operation  from  all  departmental  heads  at 
Washington. 

In  these  three  years  the  Chamber,  obedient  to  its 
referenda,  has  suggested  and  obtained  seven  vital  amend- 
ments to  the  Federal  Reserve  Act;  has  suggested  and 
obtained  the  adoption  of  the  Federal  Advisory  Coundl 
to  assist  the  Federal  Reserve  Board;  at  the  instance 
of  Secretary  Redfield  has  assisted  in  the  readjustment 
of  the  Department  of  Commerce,  including  the  collation 
and  distribution  of  consular  reports  and  has  secured  the 
appointment  of  an  increased  number  of  commercial  at- 
tadies,  made  acquainted  by  it  with  the  business  needs  of 
the  country  before  being  sent  abroad. 

The  Chamber  has  influenced  exceedingly  important 
modifications  that  appear  in  the  final  form  of  the  trust 
bills ;  has  received  at  its  recent  third  annual  convention 
the  unqualified,  outspoken  approval  of  President  Wilson 
and  a  frank  appeal  for  support  on  certain  measures  from 
five  members  of  the  Cabinet.  With  the  approval  of 
the  Administration  and  of  party  leaders  generally  the 
Chamber  has  just  appointed  a  permanent  Advisory 
Council  to  confer  with  the  New  Federal  Trade  Commis- 
sion and  in  other  ways  to  assist  that  body. 

Some  of  us  who  have  labored  earnestly  and  repeat- 
edly, but  rather  single-handedly  at  Washington  before 
Committees  of  the  House  and  the  Senate  and  before  the 
Interstate  Commerce  Commission,  to  obtain  a  rational 
review  of  past  or  proposed  legislation,  must  acknowl- 
edge with  chagrin  that  our  efforts,  to  whatever  extent 


fruitful,  would  have  been  of  vastly  more  avail  if  we 
had  known  then,  as  we  know  now^  of  the  work  of  the 
National  Chamber,  and  had  sought  to  obtain  its  prior 
support  and  co-operation. 

This  testimony  to  the  usefulness  of  the  National 
Chamber  cannot  b$  wholly  felicitation.  The  three  years 
have  shown  remarkable  accomplishments  to  be  sure. 
There  was  need  of  them.  The  need  cannot  possibly  be 
exaggerated.  But  the  end  is  not  yet— either  of  the 
accomplishments  or  of  the  need.  With  slight  provision 
for  consequences,  American  government,  state  and  na- 
tional, is  entering  an  era  of  public  regulation  and  even 
of  public  ownership  of  business.  The  latest  pronounce- 
ment of  business  leaders  is  that  regulation  must  be  ac- 
cepted in  preference  to  public  ownership. 

The  department  of  government  invariably  cited  in 
illustration  of  the  advantages  of  public  ownership  is 
the  Postal.  The  present  Postmaster  General  is  a  per- 
sistent advocate  of  Federal  ownership  of  the  telegraph 
and  telephone  systems  of  the  country,  although  our 
wire  communications  are  acknowledged  the  best  in  the 
world.  Yet  the  postal  service  is  not  run  on  a  business 
basis  and  cannot  make  a  business  accounting  to  Con- 
gress that  shows  a  profit.  Authority  for  this  state- 
ment is  a  Congressional  Investigating  Committee.  The 
postmastership  in  every  city  and  village  is  part  of  the 
political  spoils  system,  of  which  the  monuments  too 
frequently  are  unnecessary,  unproductive  and  costly 
post  office  structures.  There  is  no  pretense  of  earning 
interest  on  the  capital  invested,  but  opposition  to  waste 
is  weak,  for  the  direct  voter's  tax  is  only  a  two  cent 
stamp. 

The  Federal  Government  is  about  to  undertake  the 
construction,  ownership  and  operation  of  a  great  rail- 
way in  Alaska.  The  Governor  of  California  is  urging 
his  state  to  assume  ownership  of  the  insolvent  Western 
Pacific  Railway.  Existent  public  regulation  of  corpora- 
tions has  not  yet  fully  justified  itself,  and  cannot  so 
long  as  the  results  spell  financial  embarrassment.    The 


utmost  possible  pressure,  from  the  public  utterances  of 
the  President  to  the  castigations  of  an  almost  united 
press  seems  to  have  been  ne^ed  to  persuade  the  Interstate 
G)mmerce  Commission  into  granting  elemental  justice  to 
American  railways  in  the  critical  period  through  which 
they  are  passing.  Questions  put  to  witnesses  by  the 
Commission  in  its  hearings  on  the  Eastern  rate  case  dis- 
play an  absence  of  elementary  knowledge  of  railroad 
credit  Railroad  credit  is  as  essential  to  the  proper 
conduct  of  transportation  as  adequate  equipment 
Railroad  credit  is  as  essential  to  the  solvency  of  many 
investment  institutions  as  is  the  confidence  of  their  de- 
positors. 

State  regulation  of  corporations  has  given  no  better 
account  of.  itself.  The  Chairman  of  a  Lake  State  Rail- 
way Commission  is  quoted  as  stating  that  he  had  re- 
cently been  looking  into  the  financial  condition  of  rail- 
roads in  his  state  and  was  astounded  to  learn  that  less 
than  half  of  them  were  meeting  their  obligations.  Why 
"astounded"  if  he  had  been  properly  conversant  with 
his  duties  ?  The  receiver  of  a  middle-Western  road  com- 
plains to  the  Court  that  state  laws  will  not  permit  rates 
sufficient  to  operate  the  system  with  regard  to  human 
safety  to  say  nothing  of  the  payment  of  current  debts. 
The  Illinois  Manufacturers'  Association  has  called  a 
meeting  to  protest  because  "of  over  500  bills  introduced 
in  the  State  Senate  in  the  last  three  weeks  almost  50 
per  cent  deal  with  regulation  of  the  business  of  manu- 
factures, merchants  and  corporations.  Profits  have  been 
legislated  out  of  existence  and  thousands  of  men  are 
out  of  employment" 

It  is  only  a  step  from  the  regulation  or  ownership  of 
railways,  street  railways,  power  companies  and  the 
like  to  regulation  or  ownership  of  refrigerating  plants, 
beet  sugar  factories,  bakeries  and  powder  works.  As 
to  the  national  government  this  step  is  a  slight  exten- 
sion of  the  principle  that  the  Federal  Government  has 
the  right  to  control  anything  that  savors  of  interstate 
commerce.    Nothing  but  a  sane  Supreme  Court  stands 


between  present  day  Federal  l^slation  and  govern- 
ment control  of  stock  and  grain  exchanges.  We  may 
yet  see  a  Congressional  grip  on  the  throat  of  every  busi- 
ness that  uses  the  United  States  mails.  The  last  de- 
fense will  not  be  the  Supreme  Court,  but  the  organised 
business  intelligence  of  the  American  people. 

Also  American  government.  State  and  National,  is 
plunging  ahead  into  an  era  of  extravagance  that  if  not 
stopped  short,  and  stopped  soon,  may  bring  us  to  our 
third  great  repudiation  period,  aptly  comparable  to  the 
first  period  in  the  early  '4Qs  when  seven  states,  mostly 
Northern^  broke  faith  with  creditors— or  to  the  second 
period  in  the  '70s  and  '80s  when  nine  states  with  three 
hundred  odd  million  dollars  of  bonds  and  many  score  cities 
with  a  thousand  million  dollars  of  bonds  ceased  paying 
what  they  owed.  Our  tax  bills  tell  the  present  story ;  if 
they  did  not  the  figures  of  wealth  and  debt  are  public 
property  and  may  be  had  of  the  Census  Bureau.  Only 
thoughtful  men  call  for  a  halt.  The  call  is  feeble  un- 
less it  is  a  call,  all  together,  from  the  business  men  of 
the  whole  country. 

To  those  who  see  in  socialism  the  cure  for  human 
frailties  manifest  in  business  dealings,  nothing  can  be 
said.  But  to  those  who  know  what  it  means  to  put  the 
spending  of  public  money  in  the  hands  of  public  offi- 
cials, whether  the  money  is  intended  for  court  house 
building  by  the  county,  canal  digging  by  the  state,  or 
harbor  improvement  by  the  Federal  Government, 
enough  has  been  said.  The  most  badly  managed  Amer- 
ican railroads,  in  palmiest  days,  never  wasted  the  money 
of  the  people  as  it  is  being  wasted  in  collecting  the  Fed- 
eral Income  Tax,  with  its  33  1-3  per  cent  cost,  or  in  sup- 
porting sinecure  office  holders. 

In  this  last  Congress,  as  an  amendment  to  an  appro- 
priation bill,  it  was  proposed,  "To  prevent  the  study 
of  methods  to  increase  industrial  efficiency  in  manufac- 
turing establishments  of  the  Government  and  to  forbid 
additional  compensation  to  employees  as  reward  for  im- 
provement in  skiU  and  effort."    Do  we  wish  to  see  any 


more  of  the  business  of  the  United  States  than  neces- 
sary for  public  protection  officered  and  regulated  or 
owned  by  a  government  which  for  political  or  other  rea- 
sons may  not  be  permitted  to  operate  efficiently  or  to 
reward  fidelity? 

But  there  is  a  broader  consideration  involved,  if  it 
is  possible^  than  this  economic.  As  no  other  the  Amer- 
ican nation  is  individualistic  We  cherish  passionately 
the  right  of  individual  freedom  for  its  reflex  on  char- 
acter. We  tolerate  an  abhorrent  saloon  system  so  as 
not  to  trespass  on  immemorial  "personal  privilege.^^ 
What  is  the  e£Fect  on  individual  freedom,  therefore  on 
American  manhood,  as  business  activities  pass  from 
private  to  public  domination  ?  Sometimes  we  deplore  the 
growth  of  great  corporations  as  (in  the  words  of  the 
President,  used  in  another  connection)  inimical  to  the 
development  of  ''new  men,  new  energies,  a  new  spirit 
of  initiative  and  new  blood  in  the  management  of  busi- 
ness enterprises.''  But  would  government  ownership 
"immensely  hearten  the  young  men  coming  on  and 
greatly  enrich  the  business  activities  of  the  whole  coun- 
tryr 

Which  would  you  choose  for  your  own  son  as  the 
starting  point  for  a  useful,  character-building  career: 
a  job  in  a  store  or  a  clerkship  in  the  United  States  Pos- 
tal Service'  For  his  future  he  had  better  be  a  brake- 
hand  on  the  Pennsylvania  than  fi  foreman  in  the  Bu- 
reau of  Printing  and  Engraving. 

Notwithstanding  Napoleon,  it  is  no  disgrace  to  be  a 
nation  of  shopkeepers ;  but  it  would  be  a  calamity  to  be 
a  nation  of  clerks. 

Against  the  encroachments  of  this  rising  tide  of  so- 
sialistic  theory,  irresistible  up  to  its  present  confines^ 
what  is  our  only  dependable  bulwark  ?  The  opposition 
of  the  great  body  of  American  proprietors:  law  part- 
ners in  Galveston,  owners  of  pulp  mills  in  Maine,  of  ice 
factories  in  Georgia,  of  candy  stores  in  St.  Louis,  and 
shoe  parlors  in  'Frisco.  Every  man  who  is  or  hopes 
to  be,  by  dint  of  labor  and  self-denial,  the  master  of 
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his  own  business  fate,  for  the  good  of  himself,  his  fam- 
ily and  the  race,  is  the  friend  of  the  business  order  and 
the  foe  of  any  system  that  seeks  to  raise  one  part  of  hu- 
manity by  pulling  down  another  part.  All  these  men  of 
business  and  many  of  those  who  now  serve  them  should 
be  enrolled  in  community  business  associations  with 
focus  for  expression  in  the  Chamber  of  Commerce  of 
the  United  States. 

There  is  nothing  sinister  about  rapidly  growing  co- 
hesion among  business  men,  nor  about  their  influence  at 
Washington.  In  England,  France,  Germany,  Austria 
and  Italy  are  prototypes  of  long  standing — national  com- 
mercial bodies  made  up  of  local  business  organizations. 
The  local  bodies  are  supported  by  general  taxation  of 
business  men.  In  France  the  members  of  the  Council 
of  State  are  appointed  by  the  Government  at  the  sug- 
gestion of  the  French  Chamber  of  Commerce.  This 
Council  acting  in  an  advisory  capacity  concerns  itself 
very  largely  with  the  development  of  internal  and  for- 
eign commerce.  In  Germany,  for  many  years  the  na- 
tional federated  Chamber,  the  Deutscher  Handelstag, 
has  co-operated  intimately  and  actively  with  the  Im- 
perial Government  with  what  admirable  results  upon 
German  business  and  the  financial  welfare  of  the  Ger- 
man people  we  are  all  familiar.  Indeed  the  present 
President  of  the  Deutscher  Handelstag,  Herr  Kaempf, 
is  also  President  of  the  Reichstag.  Imagine  a  Speaker 
of  the  House  of  Representatives  as  President  of  the 
national  organization  of  business  men  I 

What  an  unfavorable  contrast  this,  between  the  at- 
titudes of  the  American  and  the  German  Governments 
toward  business.  After  more  than  two  decades  of  op- 
eration under  the  Sherman  Law  our  principal  corpora- 
tions are  without  knowledge  of  what  is  and  what  is 
not  permissible  in  certain  most  fundamental  aiq>ect8 
of  the  conduct  of  business.  Within  a  few  weeks  of  the 
time  that  the  United  States  District  Court  for  the  Dis- 
trict of  Minnesota  decreed  that  the  International  Har- 
vester Company  should  dissolve  solely  on  the  ground 
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that  it  controlled  too  large  a  percentage  ot  the  business, 
although  its  practices  were  declared  to  be  proper,  the 
United  States  District  Court  for  the  Eastern  District  of 
Pennsylvania  declined  to  dissolve  the  Keystone  Watch 
Case  Company  because  under  the  Sherman  Law  size 
is  no  crime,  although  some  of  its  practices  were  de- 
dared  to  be  improper.  The  United  States  Steel  Cor- 
poration, among  others,  is  very  much  interested  in 
learning  which  guess  will  be  sustained  by  the  Supreme 
Court 

The  Federal  Reserve  Board  has  been  besieged  with 
hundreds  of  applicants  for  information  concerning  what 
dealings  a  director  of  a  national  bank  may  have  widi 
his  bank.  Because  the  possible  complications  of  busi- 
ness relationships  were  not  realized  by  the  f  ramers  of  the 
Federal  Reserve  Act  the  director  is  uncertain  as  to 
whether  he  can  have  any  transactions  with  his  bank  if 
there  is  hope  or  expectation  or  possibility  of  a  profit 
If  he  cannot  enter  into  such  transactions  does  the  pro- 
hibition extend  to  a  firm  in  which  he  is  a  member,  or 
to  a  corporation  in  which  he  is  a  shareholder?  Does 
it  extend  to  a  syndicate  in  which  he,  as  a  member,  may 
have  a  slight  participation?  Or  may  he  or  his  firm 
or  a  corporation  in  which  he  is  a  sharcdiolder  be  a  mem- 
ber of  a  syndicate  in  which  the  bank  is  also  a  member? 
Is  a  director  precluded  from  drawing  interest  on  ac- 
count of  a  deposit  in  his  own  bank?  Many  of  these 
things  seem  preposterous,  but  not  absolutely  excluded 
by  the  wording  of  the  law. 

The  Board  and  its  counsel  does  not  venture  an  opin- 
ion, for  violation  of  the  law  is  a  penal  offense,  and  their 
guess  might  differ  from  that  of  the  Department  of  Jus- 
tice or  with  the  courts.  Meanwhile  business  waits;  and 
national  banks  may  be  deprived  of  the  services  of  their 
principal  owners. 

Many  who  have  had  the  habit  of  going  to  Washing* 
ton  these  past  years  in  efforts  to  ascertain  the  law 
relating  to  business,  or  to  modify  it,  have  watched 
the  growth  of  great  palaces  that  house  the  Depart- 
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ment  of  Agriculture — ^the  visible  evidence  of  the  splen- 
did experimental  work  which  has  meant  so  mudi  to 
American  farmers^  therefore  to  the  nati(ML  Governmental 
expenditure  in  this  department  averaging  five  nullion 
dollars  a  year  is  known  to  result  in  an  annual  increase 
of  three  hundred  millions  in  wealth. 

Would  not  the  entire  country  profit  likewise  if  sim- 
ilar public  assistance  were  given  business?     In  the 
-words  of  the  present  President  of  the  Chamber  of  Com- 
merce, Mr.  John  H.  Fahey,  'The  total  value  of  our  ag- 
ricultural output  is  to-day  about  nine  billions  of  dollars 
annually.    Our  manufacturing  output  shows  an  annual 
value  of  about  twenty-one  billions  of  dollars.    It  has 
practically  doubled  in  ten  years,  but  to  promote  and 
develop  this  vast  commercial  interest  of  ours,  how 
much  has  our  government  been  spending?    The  appro- 
priations which  may  fairly  be  credited  to  definite  pro- 
motion work  have  been  limited  to  sums  ranging  from 
one  hundred  and  twenty  to  one  hundred  and  sixty 
thousand  dollars  annually,  and  this,  while  the  govern- 
ment of  Germany  spends  in  our  own  country,  in  the 
single  State  of  New  York,  more  than  ninety  thousand 
dollars  a  year.    Throughout  the  world  its  appropria- 
tions for  similar  work  run  into  the  millions.     The 
thoroughness  with  which  it  is  done  is  indicated  by  the 
fact  that  the  German  government  maintains  more  than 
1,200  agents  in  the  United  States,  the  major  portion 
of  whose  time  is  given  to  advancing  the  commercial 
interests  of  that  great  empire  in  our  country.    The  an- 
swer to  the  question  'Does  it  pay  ?*  lies  in  tiie  fact  that 
since  1885  the  annual  increase  in  Germany's  foreign 
trade  has  averaged  over  one  hundred  and  thirteen  mil- 
lions of  dollars.'' 

Shall  we  not  now  retrieve.  The  fortune  of  war  sub- 
mits an  unsought,  unearned  opportunity.  Foreign 
trade,  particularly,  invites  co-operative  business  effort 
encouraged  by  the  Federal  Government  At  home,  also, 
the  times  are  opportune.  Signs  are  not  wanting  that 
the  great  intelligent  American  electorate  is  rousing  to 
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think  in  terms  economic,  and  is  soon  to  realize  tiiat  slow 
strangulation  is  not  good  for  the  buaness  goose  thmt 
lays  the  golden  eggs  of  sustenance  and  surplus.  The 
plain  folks  of  skeptical  Missouri  have  repudiated  their 
full  crew  law.  The  surviving  express  companies  are 
asking  confidently  for  rates  that  bring  profits.  The  gov* 
emment-owned  shaping  bill  has  been  scuttled  by  all 
parties.  The  President  favors  alteration  of  the  trust 
laws  to  permit  combinations  of  merchants  to  compete 
in  the  markets  of  the  world  with  foreign  capital  The 
all-powerful  Federal  Trade  Commission  starts  with 
a  personnel  and  in  a  spirit  that  at  least  is  promiang. 

As  we  consider  the  character  and  accomplishments 
of  the  Chamber  of  Commerce  of  the  United  States  and 
the  possibilities  for  service  that  lie  in  the  inunediate 
future,  because  of  critical  economic  conditions,  do- 
mestic and  foreign,  and  in  the  more  distant  future,  be- 
cause of  great  social  adjustments  yet  to  be  reached, 
surely  it  is  not  too  much  to  say  that  this  org^anization 
is  heading  at  least  one  of  the  greatest  movements  under 
way  in  America. 
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FOREWORD 


Foreign  trade  presents  no  real  difficulties  to  the  beginner  who  is 
in  earnest — ^and  who  starts  right.  The  problems  are  fundamentally 
the  same  as  in  business  building  at  home,  and  success  comes  with  the 
application  of  the  same  common-sense  principles  that  win  trade  in  the 
domestic  market. 

The  American  Express  Company,  with  more  than  a  quarter  century 
of  actual  business  experience  in  the  foreign  fields,  with  its  own 
exclusive  offices  scattered  all  over  Europe,  has  helped  many  American 
manufacturers  make  their  start  in  export  trade.  The  progress  of  these 
manufacturers  in  selling  their  products  abroad  has  been  attended  by 
the  continuous  extension  of  the  chain  of  American  Express  foreign 
offices,  pioneering  the  way  for  more  and  more  foreign  business. 

For  the  transaction  of  current  business,  the  American  Express 
Company  has  its  thoroughly  organized  Foreign  Department  equipped 
to  handle  heavy  freight  and  fast  express  shipments  to  any  place  in  the 
world.  In  addition,  the  Financial  Department,  with  its  experts  in  foreign 
banking  and  exchange,  is  ready  to  complete  or  to  advise  on  any  sort  of 
financial  transaction  anywhere  in  the  world. 

On  the  trying  question  of  breaking  into  foreign  markets,  confront- 
ing so  many  newcomers  to  the  export  trade  field,  the  American  Express 
Company  stands  ready  to  render  even  greater  service  with  its  specially 
equipped  Foreign  Trade  Information  Bureau.  This  newest  service 
has  been  planned  and  organized  for  the  particular  assistance  of  the 
newcomers  into  the  field  of  export  and  import  business. 

To  these  newer  arrivals  in  particular,  this  booklet  is  addressed,  in 
the  hope  that  it  may  make  clearer  the  every-day  problems  of  foreign 
trade — and  thereby  dispel  some  of  the  mystery  and  misunderstanding 
surrounding  trade  building  in  over-seas  markets. 


"How  to  start  right? — Ask  the  Foreign  Trade  Information  Bureau." 


Pant  II  R»  Suib.  (PUe.  d*  I'Op^n) 

SUCCESSFUL  FOREIGN  TRADE 

On  the  wall  back  of  the  desk  of  one  of  New  York's  greatest 
business  executives  hangs  a  sign,  prominently  displayed.  No  caller  in 
that  man's  office  can  escape  its  message.  Neither  can  the  caller  fail  to 
understand  its  bearin}>;  on  his  interview  with  the  big  man  behind  the 
desk.    It  reads ; 

I    "WHAT  ARE  THE  FACTS?"  "] 

That  sign  tells  the  secret  and  the  whole  story  of  success  in  win- 
ning worth-while  foreign  business. 

First,  get  the  facts — all  of  them! 

Pos'iesscd  of  real  information  on  conditions  in  a  possible  foreign 
market,  armed  with  the  facts  bearing  on  sales  in  that  field — the  keen 
American  business  man  has  his  success  insured  in  breaking  into  that 
territory.    The  real  troubles  in  foreign-trade  development  come  only 

"What  are  the  facts? — 


to  those  who  leap  before  looking,  who  institute  action  before  securing 
a  real  knowledge  of  conditions.  Of  that  misguided  class  was  the 
manufacturer  who  tried  to  sell  lawn  mowers  in  the  arid  section  of 
Chili — where  it  never  rains ! 

THE  FOUR  FACTORS  OF  FOREIGN  TRADE 

Advance  information  on  any  foreign  market  may  be  had  from  a 
dozen  different  sources,  and  in  almost  unlimited  quantity — provided 
one  knows  where  to  search  for  it.  Of  the  greatest  importance  in  the 
digging  of  information,  is  to  know  exactly  what  facts  have  practical 
significance,  and  how  to  separate  them  from  the  mass  of  miscella- 
neous data  on  any  foreign  field.  The  real  work  of  being  "forewarned" 
is  in  passing  up  the  nonessentials,  and  concentrating  on  the  vital  factors. 

There  are  four  of  these 
essential  factors  in  foreign 
trade,  familiar  enough  to 
every  business  man  for  their 
bearing  on  his  daily  business 
at  home: 

I.— Market 
11. — Finance 
III. — Tramsportation 

IV.— Sales  Plan 

They  are  no  more  or  less 
than  the  very  things  any 
manufacturer  investigates 
when  he  plans  to  introduce 
his  goods  in  a  distant  section 
of  his  own  country.  In  ex- 
actly the  same  fashion  must 
these  four  factors  be  studied 
in  planning  the  introduction 
of  a  given  product  into  any 
foreign  field. 
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— Ask  the  Foreign  Trade  Information  Bureau." 


SIZING  UP  THE  EXPORT  OPPORTUNITY 

Worked  out  in  detail  for  a  thorough  investigation  of  conditions, 
the  four  factors  may  be  taken  up  on  a  plan  simitar  to  the  following 
example : 

I.     Measuring  the  Foreign  Market. 

A.  Present  volume  of  business:  Quantity,  quality,   selling 

prices. 

B.  Competition:    Local,   foreign    {what   countries?),   credit 

terms  offered. 

C.  Foreign  Customs  discrimination,  if  any. 

"In  Business  Abroad,  be  Forewarned! — 


D.  Distribution:  By  importer,  dealer,  agent  or  commission 

house.    Forms  of  advertising  in  use. 

E.  Trade  mark  and  patent  protection. 

II.    Financing  Foreign  Sales. 

*  A.     By  commercial  letter  of  credit,  by  drafts,  or  by  extend- 

ing credit. 

*  B.     Drawing  foreign  drafts ;  where  and  how  to  have  them 

discounted. 

C.  Available  credit  information  on  foreign  buyers. 

*  D.     Collections ;  how  home  manufacturer  must  protect  him- 

self. 

*  E.     Rates  and  influence  of  Foreign  Exchange. 

F.  Limitations  of  credit  extension. 

III.  Transportation  Facilities  and  Costs. 

*  A.  Ocean  shipping  routes,  rates,  time  and  frequency. 

*  B.  Lighterage ;  dock  and  warehousing  conditions. 

*  C.  Marine  Insurance. 

*  D.  Special  packing,  measurement  and   marks. 

*  E.  Consular  invoice  certification  requirements. 

IV.  Selling  the  Foreign  Customer. 

A.  Locating  names  of  prospects. 

B.  Necessity   of  proper   introduction    of   manufacturer   to 

foreign  buyer. 

*  C.     Language  requirements,  weights  and  measures. 

D.  Catalogs,  circulars  and  correspondence. 

*  E.     How  to  quote  "c.i.f."     (Cost,  insurance  and  freight.) 

F.  Commission  house  and  indent  transactions. 

G.  Samples  or  demonstration ;  advertising. 
H.     Local  conditions. 

Securing  the  necessary  advance  information  in  accordance  with 
the  above  outline  of  the  four  factors,  is  a  matter  of  knowing  how  to 
look,  and  where  to  go  for  first-hand,  reliable  data.  Certain  items, 
such  as  those  in  Sections  II,  III  and  IV,  marked  with  the  asterisk  (♦) 
above,  are  matters  of  everyday  work  in  the  Financial  and  Foreign 
Departments  of  the  American  Express  Company.  In  many  instances, 
these  two  departments  relieve  the  manufacturer  of  all  detail  in  con- 
nection with  foreign  shipments  and  foreign  exchange. 


— Ask  the  Foreign  Trade  Information  Bureau. 
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AMERICAN    EXPRESS    COMPANY 

MAIN    OFFICES  IN    BLACK 


f 


Officf  Distance  from 

London 3740  mi 

Liverpool 3540      * 

Glasgow  3370      I 

Paris 40^0 

Havre 3880 


NVrr  York  Oifne  Distaftce  from  New  York 

es  Marseilles 4494  miles 

Berlin 4385       " 

HamburK 4065      " 

Chrjstiania 4132 

Stockholm 4975 


<« 


WORLD    WIDE     SERVICE 

CONNECTING      LINES     IN      RED 


t.i..>0*Tfc«  CO..  n.r. 

Oiiicf  Distance  from  Seiv  Yo\ 

Naples 5T95  miles 

Rome 50^5      *', 

Buenos  Aires 804S      " 

Manila xozix 

Hongkone losgo 


Office  Distance  fro*n  Xew  York 

Copenhagen 4455  miles 

Petrograd 5370 

Antwerp jgji       *' 

Rotterdam jiq.^s      " 

Genoa 4669     ** 


THE  WORK  OF  AMERICAN  EXPRESS  COMPANY  ABROAD 

The  first  exclusive  foreign  office  of  the  American  Express  Com- 
pany was  opened  in  London  in  1891,  just  fifty  years  after  the  eslab- 
lishment  of  the  company  in  this  country.     In  the  twenty-four  years 
that  have  followed  the  estahUshment  of  that  first   foreign  office  in 
London,  the  chain  of  Ameri- 
can   Express    branches  has 
been  extended  to  include  al- 
most every  important  city  in 
Europe.    These  offices  oper- 
ate  in   the   following  coun- 
tries, from  their  locations  in 
the  respective   capitals  and 
the     principal      commercial 
cities  and  seaports: 

Great  Britain 

France 

Germany 

Italy 

Belgium 

Denmark 

Norway 

Sweden 

Holland 

The  present  year  wit- 
nesses the  extension  of  the 
American  Express  foreign 
service  to  South  America, 
with  the  first  office  opened  in 
Buenos  Aires — and  to  the 
Far     East,     with     exclusive 

u.a_,.H.„.ri..,.p.nM.B.s.w.  Jf'^f     '"     Hongkone    and 

Manila. 
The  American  Express  Company  undertakes  all  kinds  of  domes- 
tic and  foreign  exchange  transactions,  throughout  the  world,  and 
attends  to  the  forwarding  of  freight  and  parcels,  both  export  and  im- 
port. In  addition,  they  are  tourist  and  transportation  agents  for  the 
principal  European  railway  and  steamship  lines,  a  function  known  to 
every  American  traveler  who  has  been  welcomed  at  the  American 
Express  offices  abroad. 
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Supplementing  this  chain  of  exclusive  foreign  offices,  the  Com- 
pany maintains  a  very  large  list  of  banking  and  shipping  corre- 
spondents in  the  principal  cities  and  seaports  of  the  world.  No  small 
part  in  that  development  has  been  played  by  the  famous  American 
Express  Travelers  Cheque,  originated  by  this  Company  and  recog- 
nized the  world  over  as  a  practically  international  universal  currency. 

The  sales  of  American  Express  financial  paper: — foreign  drafts, 
cable  transfers,  money  orders,  letters  of  credit,  Travelers  Cheques, 
etc.,  runs  into  the  hundreds  of  millions  of  dollars  yearly.  The  measure 
of  the  American  Express  Company  from  a  banking  viewpoint  may  be 
realized  from  the  fact  that  it  handles  a  greater  number  of  foreign 
exchange  transactions,  issues  more  foreign  financial  paper,  than  any 
other  commercial  institution  in  the  United  States. 

To  cover  these  tremendous  sales  of  foreign  exchange,  the  Ameri- 
can Express  Company  maintains  huge  cash  balances  in  all  the  financial 
centers  abroad,  for  use  in  cashing  the  American  Express  financial 
paper.  That  in  turn  means  that  the  American  Express  is  one  of  the 
principal  buyers  of  foreign  exchange  in  this  country. 

WHAT  AMERICAN  EXPRESS  FOREIGN  SERVICE 
MEANS  TO  THE  MANUFACTURER 

To  the  home  manufacturer,  the  development  of  the  American 
Express  organization  in  the  foreign  field  means  that  he  can  ship  goods 
from  his  own  plant  to  practically  any  port  in  the  civilized  world,  in 
carload  freight  lots  or  in  express  packages,  on  an  American  Express 
through  bill  of  lading.  Through  its  Financial  Department,  the  Com- 
pany can  accept  his  foreign  drafts  for  collection,  collect  the  money,  and 
bring  back  the  funds  to  the  American  manufacturer.  American  Express 
service  all  the  way,  in  the  hands  or  under  the  supervision  of  a 
responsible  American-built  organization,  affords  him  a  combination  of 
protection,  safety  and  reliability  that  has  no  equal. 

In  foreign  fields,  the  American  Express  Company  is  undoubtedly 
more  intimately  known,  by  virtue  of  its  years  of  successful  dealing, 
than  any  other  American  institution.  Many  years  of  growth  and  suc- 
cess abroad  have  made  possible  its  splendid  standing  and  rating  in 
those  foreign  territories. 


— Ask  the  Foreign  Trade  Information  Bureau. 
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THE   FOREIGN   TRADE   INFORMATION    BUREAU 

The  business  of  the  Foreign  Trade  Information  Bureau  is  the 
practical  promotion  of  trade  between  America  and  foreign  countnc 

Its  activities  are  twofold:  first,  as  a  bureau  of  reliable  infornia- 
tion  on  foreign  markets,  and,  second,  as  a  service  of  practical  assisianct 
in  the  introduction  of  American  goods,  and  in  the  securing  of  prop" 
connections  in  the  foreign  fields. 

It  operates  in  direct  connection  with  every  one  of  the  foreign 
branch  offices  of  the  American  Express  Company  in  Europe,  Souin 
America  and  the  Far  East.  That  relation  with  the  Company's  offi«' 
abroad  makes  the  Foreign  Trade  Information  Bureau  a  clearing  ho"*^ 
of  trade  information  between  the  foreign  markets  and  the  interestei: 
exporting  and  importing  concerns  in  this  country. 

The  general  service  of  the  Foreign  Trade  Information  Bureau  is 
to  furnish  reliable  information  on  the  ways  and  means  of  secunng 

"The  Value  of  an  Introduction? — 


business  abroad,  as  well  as  on  the  conditions  and  pitfalls  that  surround 
the  entry  into  foreign  markets. 

Supplementing  this  general  service  is  the  specific  direct-contact 
assistance  of  the  American  Express  organization  in  the  foreign  fields, 
as  directed  by  the  Foreign  Trade  Information  Bureau.  The  practical 
value  of  such  first  hand  assistance  is  measured  by  the  everyday  busi- 
ness relations  of  the  foreign  organization  with  the  very  peoples  to- 
ward whom  American  exporters  are  directing  their  strongest  trade 
efforts. 

The  co-operation  of  the  chain  of  American  Express  offices  in 
foreign  countries  assures  the  securing  of  unprejudiced  information 
through  friendly  sources.  The  firm  starting  export  obtains  the  assist- 
ance of  an  organization  established  for  years  in  the  foreign  field,  in 
possession  of  an  intimate  knowledge  of  conditions  affecting  trade 
development. 

More  specifically,  that  service  means  the  active  aid  of  a  "friend 
at  court"  in  each  country  where  the  American  Express  Company  is 
represented,  in  the  shape  of  an  organization  vitally  interested  in 
American  trade  extension  of  the  permanent  sort. 


THE  SELLING  OF  GOODS 

Up  to  the  point  of  actually  selling  goods  to  the  foreign  trade  the 
American  Express  Company  offers  practically  all  necessary  facilities,  such 
as    shipping,    financing,    assistance    in    securing    foreign    distributors, 


-Ask  the  Foreign  Trade  Information  Bureau." 


securing  information,  and  practical  assistance  of  all  kinds.  However,  the 
actual  sale  of  goods  always  remains  in  the  control  of  the  exporter;  his  o«n 
efforts  and  arrangements  must  determine  that  development. 

The  American  Express  Company  does  business  with  all  classes  ot 
American  business  concerns.  Obviously,  the  Company  can  no  more  act 
as  selling  agent  for  a  line  of  goods  or  manufactures  abroad  than  it  can 
in  this  country.  Its  services  are  available  to  all  comers,  without  preju- 
dice. But  those  services  do  not  include  the  actual  selling  of  goods,  on 
a  commission  or  any  other  basis,  in  the  foreign  field.  That  limitation 
must  be  thoroughly  understood. 

DETAILS  OF  FOREIGN  TRADE  SERVICE 

The  work  of  the  Foreign  Trade  Information  Bureau  includes  Gen- 
eral and  Specific  services  of  information  and  assistance,  of  the  follow- 
ing detailed  descriptions: 
General  Information  (on  any  country). 
I.    Commercial  language. 

Currency  and  exchange  conditions. 
Weights  and  measures. 

"Trade  Mark  Difficulties?— 
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Steamship  lines  and  routes. 
Postal  regulations. 
Distribution  of  imports  and  exports. 
Foreign  competition. 
Introductory  and  selling  methods. 
Trade  conditions,  general  credit  terms. 
Catalog  and  trade-literature  requirements. 
II,     Costs,  time  and  frequency  of  shipping  routes. 
Consular  invoice  regulations. 
Marine  insurance. 
Necessary  special  packing. 
Figuring  "c.i.f."  quotations. 
Methods  of  financing  foreign  shipments. 
Collections. 
III.      Patent  and  trade-mark  laws. 

Specific  Services  (Aimlable  in  all  countries  in  which  the  American  Ex- 
press Company  maintains  exclusive  offices). 

I.     Reports  on  financial  standing  and  responsibility  of  foreign 
firms  or  individuals. 
II.     Filing  statements  of  general  information,  rating  and  stand- 
ing of  American  firms  at  our  foreign  offices.    Such  information 
available  to  foreign  business  prospects  desiring  reference. 

III.  Trade  investigation  reports,  covering  market,  demand, 
competition,  prices,  etc.    (See  Sec.  I,  page  6.) 

IV.  Preparation  of  authentic  lists  of  importers,  dealers,  or  other 
business  prospects  in  specific  territories  covered  by  our 
foreign  offices. 

V.     Filing  American  catalogs,  price  lists,  etc.,  at  our  foreign 
offices,  available  for  reference  of  foreign  prospects  desir- 
ing specific  information. 
VI.     Application  for  foreign  patents,  registration  of  trade  marks, 

acting  for  American  concerns. 
VI I.     Collection  of  outstanding  accounts,  securing  of  responsible 
legal  aid  when  necessary  in  such  process. 
VIII.    Reports  on  sources  of  supply,  of  manufacture  of  goods,  of 
prevailing  prices,  etc.,  in  foreign  countries. 
IX.     Purchase  samples  on  order  in  foreign  markets,  for  inspec- 
tion and  study  by  American  concerns. 
X.  Limited  personal  assistance  from  American  Express  repre- 
sentatives abroad,  advising  on  connections  and  aiding  in 
effecting  such  connections. 


—  Ask  the  Foreign  Trade  Information  Bureau. 
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RENDERING  FOREIGN  TRADE  SERVICE 


The  purpose  of  the  Foreign  Trade  Information  Bureau  is  to 
develop  future  business  for  the  American  Express  Company,  Its  aim 
is  to  furnish  American  Express  customers  with  service  to  the  greatest 
possible  extent. 

Specific  services  will  be  rendered  only  on  definite  instruction, 
according  to  the  particular  needs  of  each  individual  case.  A  nominal 
charge  will  be  made  according  to  the  time  and  actual  expense  of  the 
specific  operation,  and  the  number  of  foreign  offices  involved.  Upon 
request,  with  details  of  services  required,  the  Foreign  Trade  Informa- 
tion Bureau  will  be  glad  to  advise  rates. 

'^ASK  THE  FOREIGN  TRADE  INFORMATION  BUREAU^* 

Communications  on  the  foreign  trade  problems  of  any  business 
firm  in  the  United  States  or  Canada  will  be  welcomed  by  the  Foreign 
Trade  Information  Bureau,  and  will  be  held  confdential.  In  addition 
to  its  own  information  work  on  foreign  trade,  tht  Bureau  is  in  touch 
with  other  foreign  trade  activities  of  every  description.  If  by  chance 
information  or  advice  wanted  is  not  at  hand,  the  Bureau  will  be 
glad  to  advise  and  recommend  sources  for  further  inquiry.  Ques- 
tions as  to  the  actual  operation  and  application  of  the  Foreign  Trade 
Information  Bureau  services  will  receive  immediate  attention.  All 
communications  should  be  addressed  to: 

Manager,  Foreign  Trade  Information  Bureau, 
American  Express  Company, 
65  Broadway,  New  York. 


FOREIGN  TRAVEL  ON  BUSINESS 

For  manufacturers  sendinj^  representatives,  buyers  or 
salesmen  abroad,  our  Travel  Department  has  special 
facilities.  Travel  arrangements  made  to  any  part  of  the 
world.  Information  on  routes,  rates,  hotels,  conveyances, 
transportation  and  living  expense,  furnished  on  request. 
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PUBLIC  CONTROL  OF  OUR  WATER-FRONTS  AND  THE 

OBSTACLES  TO  BE  OVERCOME. 


By  Edward  F.  McSweenet,  Chairman,  Directors  of  the  Port  of  Boston. 


The  most  absorbingly  vital  problem  before  the  United  States 
to-day  is  the  development  of  its  foreign  trade.  The  question 
comes,  as  never  before,  in  the  garb  of  a  duty  to  ourselves  and 
our  posterity.  It  is  within  moderation  to  say  that  the  com- 
merce of  this  country,  the  welfare  of  our  manufacturers  and 
wage-earners,  in  fact  our  future  prosperity  and  growth,  depend 
in  a  large  measure  upon  our  ability  as  a  nation  to  dispose  of 
our  surplus  products  in  the  world's  markets,  under  free  and 
fair  competition.  Our  country  will  grow  and  escape  decline 
only  on  the  condition  that  our  trade  be  maintained  free.  Prop- 
erly to  fit  the  nation  to  assume  its  responsibility  in  this  direction 
involves  the  creation  of  an  organization  made  up  of  distinct 
parts. 

Firsi,  —  The  ability  of  our  manufacturers  to  make  goods 
suited  to  foreign  markets.  This  subject  the  manufacturers  must 
handle  themselves.  They  are  being  assisted  by  the  national 
government,  the  foreign  trade  council  and  other  agencies.  Once 
alive  to  the  demands  made  upon  them,  they  will  undoubtedly 
meet  them  with  the  same  energy  which  has  hitherto  marked 
their  progress  in  domestic  production. 

Second.  —  The  adjustment  of  our  financial  system  to  that  of 
the  foreign  countries  in  which  our  manufacturers  expect  to  find 
a  market  for  their  goods.  Satisfactory  arrangements  to  this  end 
are  already  under  way,  and  little  diflBculty  is  to  be  apprehended 
on  this  score. 

Third.  —  The  important  question  of  the  physical  movement 
of  raw  materials  to  the  factory,  and  the  finished  products  to  the 
buyer  in  foreign  lands.    This  involves  the  freedom  to  traverse 
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the  highways  of  the  ocean,  and  demands  adequate  channels, 
docking  facilities,  water  terminals  and  railroad  connections 
which  will  ser\'e  all  the  ports  without  discrimination. 

Fourth,  —  The  question  of  the  national  defense.  Whatever 
may  be  the  alleged  final  reasons  for  the  present  European  war, 
its  beginnings  and  incentives  can  be  directly  traced  to  the  busi- 
ness rivalries  of  certain  European  nations,  and  the  real  aim  of 
the  conflict  is  the  commercial  mastery  of  the  world. 

Wliile  America  was  content  to  refrain  from  competing  with 
European  nations  for  foreign  trade,  this  of  itself  was  one  guar- 
anty of  freedom  from  aggression,  but  as  we  go  into  the  world's 
markets  and  fight  for  business  and  succeed,  there  will  come  the 
incentive  on  the  part  of  the  other  nations  to  contest  our  prog- 
^  ress.    With  the  growth  of  our  foreign  trade  will  come  the  need 

k  for  adequate  means  of  protecting  that  foreign  trade  which  our 

present  commerce  does  not  demand.    The  ability  of  the  nation 
^  to  hold  what  we  have  earned,  and  fully  to  defend  our  rights  is 

\  an  important  element  to  be  considered  in  our  plans  of  port  de- 

tvelopment. 
I  No  port  in  this  country  measures  up  to  the  standard  w*hich 

L  must  eventually  be  attained  if  the  nation  is  to  derive  the  great- 

ly est  efficiency  from  its  ocean  lanes  and  water-front  property. 

L  Notable  development  in  many  of  the  ports  of  the  United  States 

I  has  been  made  in  the  last  few  years,  but  no  port  has  yet  made 

r  more  than  a  beginning.    Let  the  best  example  of  port  develop- 

f  ment  in  the  United  States  remain  stagnant  for  a  decade,  and  at 

(  the  end  of  that  time  it  will  be  antiquated. 

I-  To  paraphrase  Abraham  Lincoln's  immortal  saying:     "Port 

Development  cannot  exist  half  slave  and  half  free."  New  York 
has,  after  a  long  struggle,  secured  practical  control  of  its  water- 
front, although  this  control  has  practically  been  ceded  by  long 
leases,  for  a  generation  to  come.  New  Orleans,  Los  Angeles, 
San  Francisco  and  San  Diego  have  taken  control,  because  the 
"Code  Napoleon,"  the  law  under  which  the  *' Louisiana  Pur- 
chase "  was  governed,  recognized  the  value  of  water  rights.  Under 
the  "code"  water  front  rights  cannot  be  taken  from  the  control  of 
the  people,  and  to-day  in  these  ports,  a  real,  not  a  technical, 
public  ownership  exists.  In  all  the  other  ports  of  the  United 
States,   there  is  a  hodge-podge  of  ownership  and  control  — 
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municipal^  state  and  private  ownership  —  each  competing  with 
one  another.  The  railroads  were  far-sighted  enough  to  recog- 
nize the  value  of  the  control  of  water-fronts,  and  when  able  to 
get  control  of  them,  used  them  not  so  much  to  build  up  the 
foreign  trade,  as  to  keep  competitive  roads  out  of  their  special 
fields.  For  reasons  discussed  elsewhere  in  this  paper,  the  exist- 
ing situation  is,  however,  not  satisfactory  even  to  the  railroads, 
and  obviously  less  so  to  the  conununities  served  by  them. 
Thousands  of  tons  of  goods  are  being  sent  every  year  from 
Philadelphia,  Baltimore  and  Boston  to  New  York  for  trans- 
shipment abroad,  which  should  be  sent  out  of  these  ports. 
The  railroads  serving  them  have  not  been  and  are  not  to-day 
co-operating  to  the  fullest  extent  possible  with  the  local  author- 
ities to  increase  the  export  and  import  business  of  their  home 
ports.  When  the  railroads  can  be  made  to  see  that  it  is  for 
their  benefit  and  that  of  their  stockholders  to  divorce  them- 
selves from  the  present  wasteful,  unbusinesslike  practice  and 
to  co-operate  in  the  movement  for  uniform  port  development, 
a  real  start  will  have  been  made  in  the  re-establishment  of  a 
merchant  marine  under  the  flag  of  the  United  States,  out  of 
ports  supplied  with  all  the  modern  facilities  for  the  care  of  for- 
eign and  domestic  commerce. 

A  famous  culinary  recipe,  which  concerns  the  making  of  a 
stew,  begins:  "First,  catch  your  hare."  Before  we  go  into  any 
serious  discussion  as  to  whether  port  facilities  in  the  United 
States  should  be  publicly  or  privately  owned  or  operated,  we 
should  first  consider  what  obstacles  to  port  development  e^st, 
which  if  allowed  to  continue  will  nullify  any  benefits  which  may 
reasonably  be  expected  to  follow  if  the  public  could  at  once  have 
the  ownership  of  all  the  water  terminals. 

The  three-mile  limit,  made  in  the  days  of  slow  vessels  and 
guns  of  short  range,  suggests  a  comparison.  When  the  German 
"  Kronprinzessin  Cecilie"  came  to  Boston  from  Bar  Harbor  last 
autumn,  it  was  necessary  for  protection  to  supply  a  convoy  of 
naval  vessels  en  route,  because  this  German  ship,  sailing  from 
one  port  in  the  United  States  to  another,  could  not  travel  over 
the  shallow  neutral  waters  of  our  coast  within  the  three-mile 
limit.  Should  war  ever  threaten  this  country,  a  foreign  aggres- 
sor could  in  safety  wait  in  neutral  water  outside  the  three-mile 


limit,  and  at  the  signal  of  war,  with  a  curtain  of  fire,  cut  New 
York  and  Boston  off  from  their  sources  of  supply,  demolishing 
wharves,  railroads,  tunnels,  etc.,  over  a  circle  ten  miles  distant 
from  each  city  hall,  leaving  the  cities  themselves  intact  for 
ransom  or  plunder. 

Modem  conditions  require  an  increase  of  from  three  to 
twenty  or  more  miles  as  neutral  limit  for  safety  in  war,  and  our 
business  and  commercial  safety  and  progress  demand  an  equal 
extension  of  the  rights  of  commerce  over  those  existing  to-day. 

The  diplomatic  correspondence  with  Germany,  following  the 
sinking  of  the  "Lusitania,"  concerned  the  so-called  "freedom  of 
the  seas,"  and,  while  directed  at  Germany  in  particular,  was  in- 
tended for  the  benefit  of  all  countries,  and  will  rank  in  historical 
importance  with  the  Monroe  Doctrine.  "The  freedom  of  the 
seas"  means  much  more,  however,  than  the  physical  safety  of 
our  ships  upon  the  water.  So  long  as  the  right  to  send  cargoes 
all  over  the  world  in  fair  and  free  competition  is  restricted,  as  it 
is  to-day,  nations  like  the  United  States,  subject  to  this  control, 
are  in  commercial  bondage.  The  United  States  is  not  to-day  in 
a  position  where  it  can  ship  goods  to  South  America  or  the 
Orient,  except  by  permission  of,  and  under  conditions  dictated 
by,  a  foreign  shipping  monopoly  with  headquarters  in  London. 
We  make  stringent  laws  regulating  the  monopolistic  control  of 
industry  and  trade  in  this  country,  but  no  remedy  has  been 
found,  or  even  seriously  sought,  except  the  proposed  Ship  Pur^ 
chase  Bill,  to  control  this  oppressive  shipping  monopoly. 

This  condition  of  affairs  is  intolerable,  and  so  long  as  this 
and  the  other  handicaps  under  which  our  maritime  commerce 
suffers  are  allowed  to  exist,  appropriations  for  river  and  harbor 
development,  even  when  honestly  and  economically  disbursed, 
cannot  be  expected  to  bring  the  desired  result.  The  present 
war,  which  has  temporarily  disorganized  the  steamship  com- 
binations organized  in  Europe  against  the  United  States,  gives 
this  country  a  long-needed  opportunity.  While  the  business 
needs  of  the  next  decade  would  inevitablv  force  the  United 
States  to  a  realization  of  the  need  of  securing  a  real  freedom 
of  the  seas,  the  achievement  of  this  result  under  the  conditions 
existing  before  the  war  would  have  involved  a  tedious  up-hill  strug- 
gle, the  success  of  which,  during  the  process,  might  have  involved  the 


United  States  in  a  war  on  its  own  account.  To-day,  although 
the  task  is  very  much  easier,  it  is  not  a  simple  one.  The  United 
States  must  decide  at  once  whether  it  wDl  be  satisfied  to  depend 
for  keeping  its  wage-earners  employed  upon  the  purchasing 
power  of  its  own  people,  or  in  their  interest  seek  its  share  of  the 
world's  trade  under  normal  conditions.  The  fictitious  stimula- 
tion to  business,  afforded  by  the  filling  of  war  orders,  is  a 
veritable  quicksand  upon  which  to  raise  a  foundation  of  true 
business  prosperity. 

While  it  is  true  that  the  United  States  is  to-day  paying  its 
debt  to  Europe  in  goods  sold  at  a  good  profit,  the  war  has 
greatly  inflated  prices,  and  after  its  close  we  must  meet  the  com- 
petition of  cheap  European  products,  a  competition  which,  with 
certain  limitations  resulting  from  the  exhaustions  following  the 
struggle,  will  then  be  keener  than  it  has  been  hitherto.  All  of 
our  staple  industries  are  now  organized  so  that  the  yearly  needs 
of  our  home  market  can  be  supplied  in  less  than  twelve  months 
working  time.  If  our  wage-earners  are  to  be  employed  during 
the  remainder  of  the  year,  foreign  markets  must  be  found  for 
their  products. 

Our  concern,  therefore,  is  not  with  territorial  expansion,  but 
with  the  freedom  of  the  seas,  which  furnish  the  cheapest  and 
best  of  roads,  needing  no  repairs,  and  all  nations  must  under- 
stand that  we  will  not  be  deprived  of  the  use  of  this  natural 
highway  of  nations. 

The  wealth  of  the  United  States  was  acquired  most  rapidly 
when  we  were  at  liberty  to  send  our  cargoes  to  all  parts  of 
the  world.  During  the  Civil  War,  Great  Britain,  which  has 
always  resented  our  maritime  growth,  took  advantage  of  its 
opportunity,  and  with  the  "Alabama"  and  "Florida"  at- 
tempted to  drive  our  commerce  from  the  ocean.  After  the  Civil 
War,  the  great  opportunities  for  acquiring  wealth  by  the  devel- 
opment of  our  natural  resources  discouraged  foreign  trade. 
This  gave  the  opportunity  for  the  formation  of  foreign  shipping 
combinations,  which  up  to  the  beginning  of  the  present  war  were 
in  absolute  control  of  our  foreign  commerce,  dictating  rates  and 
making  the  sale  of  our  goods  in  foreign  markets  unprofitable. 

During  the  last  few  years  the  nation  has  begun  to  realize 
the  necessity  of  export  trade.    The  efforts  of  the  National  For^ 
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eign  Trade  Council,  the  United  States  Department  of  Com- 
merce, and  the  various  commercial  and  educational  agencies 
working  to  stimulate  our  export  ttfade  are  beginning  to  be  felt. 
This  educational  work  is  being  so  well  done  that  no  mention 
need  be  made  of  it  except  to  acknowledge  its  general  benefits. 

One  result  of  this  propaganda  has  been  the  stimulation  of 
appropriations  for  harbor  development,  in  the  mistaken  belief 
that  deepening  channels  and  building  piers  alone  would  insure 
foreign  commerce,  when  in  reality  this  is  but  one  of  the  im* 
portant  means  to  this  end.  The  difficulties  to  be  met  and  over- 
come are  much  more  fundamental  than  building  piers. 

Assuming  that  the  United  States^  the  Commonwealths  and  the 
port  cities  have  the  funds  and  the  inclination  to  install  ample 
docking  facilities  in  every  port  on  the  Atlantic,  Gulf  and  Pacific 
coasts,  what  obstacles  are  there  in  the  way  of  building  up  our 
merchant  marine?  This  is  the  end  we  are  seeking,  for  obviously 
ports  without  ships  are  valueless.  A  legion  of  Jeremiahs  have 
lifted  up  their  voices  in  lamentation  over  the  decline  of  the 
American  Merchant  Marine,  each  one  having  a  pet  reason  and 
a  pet  remedy  for  its  decline.  There  are  so  many  handicaps,  how- 
ever, that  a  summary  of  them  may  be  timely. 

PouTics  IN  Port  Development. 

The  most  annoying  and  persistent  handicap  to  port  develop- 
ment is  the  interjection  of  partisan  politics  in  port  development 
and  administration.  The  natural  desire  of  the  people  immedi- 
ately surrounding  a  port  to  see  the  business  of  their  particular 
harbor  increased  has  given  the  unscrupulous  politician  an 
opportunity,  first,  to  encourage  appropriations,  and  then  to 
seize  upon  them  for  exploitation. 

Appropriating  public  money  for  harbor  improvements,  while 
the  seas  are  not  free,  and  while  definite  plans  for  local  develop- 
ment based  on  sound  business  principles  are  lacking,  may  only 
add  to  the  burden  on  the  taxpayer  and  make  it  more  difficult 
to  hold  and  attract  shipping  and  private  marine  investment. 

Playing  politics  with  our  ports  is  not  calculated  to  help  our 
merchant  marine.  The  novelty  of  harbor  development  and  the 
glamor  which  surrounds  the  building  up  of  a  great  port  have 
given  politicians  and  political  contractors  opportunities  now 
shut  off  in  other  fields  of  politics;  and  while  the  history  of  port 


development  in  Europe  shows  similar  incidents  of  willful  ex- 
travagance and  wanton  waste,  necessity  has  finally  established 
port  administration  in  Europe  on  business  principles.  In  the 
United  States  the  work  of  the  grafting  politician  and  the  in- 
competent theorist  has  tended  to  create  a  distrust  of  harbor 
work,  similar  to  that  which  attended  the  early  development  of 
our  rivers  for  hydro-electric  purposes,  operating  against  a 
reasonable  and  businesslike  discussion  of  the  problem. 

Many  of  the  port  authorities  in  the  United  States  have  been 
appointed  for  political  reasons,  yet  it  is  probably  true,  to-day, 
that,  due  largely  to  this  organization  of  port  authorities,  there 
has  grown  up  among  these  oflScers  a  belief  that  politics  is  the 
greatest  curse  that  can  come  into  port  work,  and  more  and 
more  they  are  organizing  their  work  along  non-political,  scien- 
tific lines.  Skilled  engineers  and  other  expert  employees  will 
not  enter  port  work  while  it  is  the  sport  of  politicians. 

Another  important  political  obstacle  to  port  development 
which  is  more  or  less  concealed  but  none  the  less  powerful  and 
in  earnest,  is  the  opposition  of  the  beneficiaries  and  the  backers 
of  the  home  market  protectionist  theory.  The  mountains  of 
undue  profit  wrung  from  the  American  people  look  good  to  its 
beneficiaries,  who  are  now  taking  advantage  of  the  situation 
caused  by  the  war  to  attempt  to  get  the  tariff  back  on  its  old 
basis.  Between  the  Independent  Democrat,  the  Independent 
Republican  and  the  Progressive,  there  is  no  longer  any  sub- 
stantial division  over  tariff  policies.  The  free  trader  in  the 
United  States  will  soon  be  as  scarce  as  the  passenger  pigeon. 
The  advocates  of  unfair  tariffs  are  not  in  any  one  political 
party.  The  inside  historj'  of  the  McKinley,  Wilson,  Dingley 
and  the  Underwood  bills  gives  evidence  of  the  truth  of  General 
Hancock's  assertion,  that  the  tariff  is  a  local  issue,  and  the 
fellow  coming  from  a  section  which  b  weak  in  votes  in  Congress 
is  the  one  to  carry  the  burden. 

One  of  the  important  committees  in  every  golf  club  is  the 
Handicap  Committee,  the  duty  of  which  is  to  keep  thoroughly 
informed  as  to  the  playing  ability  of  each  member  of  the  club, 
who,  as  his  game  improves  or  declines,  is  handicapped  accord- 
ingly. What  the  United  States  needs,  and  what  Germany  sub- 
stantially has,  is  a  tariff  handicap  commission,  which  will  put 
the  tariff  at  exactly  that  point  which,  with  a  little  margin  for 
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safety,  will  fully  compensate  for  the  advantage  any  alien 
country  has  over  this  country  in  production.  While  Great 
Britain  and  Germany  were  studying  foreign  markets  and  doing 
ever>'thing  necessary  to  secure  them,  arranging  for  credit  and 
financial  connections  in  South  America  and  in  the  Orient,  our 
tariff  politicians  of  all  parties  were  appealing  to  prejudice  and 
passion  for  votes.  If  the  American  manufacturer  cannot  suc> 
ceed  in  competition  with  a  tariff  which  equalizes  competition 
and  gives  him  a  margin  of  safety,  he  will  not  succeed,  no 
matter  what  the  tariff. 

Rightly  or  wrongly,  we  have  surrounded  ourselves  in  the 
United  States  with  a  network  of  tariffs  which  have  been  ac- 
companied by  a  so-called  prosperity,  manifested  in  high  wages, 
high  prices,  etc.,  the  net  result  of  which  is  diflScult  of  dis- 
cernment. In  addition  we  have  developed  carelessness  in 
methods  of  production,  which  goes  with  a  cock-sureness  that 
if  the  need  ever  comes,  we  can  win  foreign  trade  or  anything 
else  we  go  after,  without  serious  preparation  or  special  sac- 
rifice. It  is  probably  true,  however,  that  under  existing  condi- 
tions, and  certainly  unless  we  develop  the  best  industrial 
efficiency  in  the  world,  we  are  tremendously  handicapped  in 
attempting  to  compete  with  low  priced  foreign  goods  on  any  line 
of  production  where  the  item  of  labor  as  contrasted  with  raw 
material  is  an  appreciable  factor.  As  American  foreign  shipping 
is  handicapped  by  regulations  and  laws,  so  manufacture  for 
the  foreign  market  is  made  exceedingly  difficult  because  of 
the  special  conditions  which  prevail  in  this  country. 

The  burden  of  the  high  cost  of  living  is  especially  noticeable 
in  this  country,  and  is  due  initially  to  the  depreciation  of  the 
purchasing  power  of  money,  to  which  have  been  added  the 
more  immediate  effects  of  the  wastes,  extravagances,  and 
carelessness  of  life,  including  the  costs  of  war,  past  and 
present. 

Solution  of  the  high  cost  of  living  on  our  foreign  trade  is 
difficult  of  accomplishment  as  far  as  the  individual  is  concerned, 
because  it  is  working  against  human  nature,  but  in  manufac- 
turing products  for  foreign  markets  it  can  be  accomplished  by 
co-operation  between  the  wage-earner  and  the  manufacturer 
to  reduce  cost,  by  industrial  efficiency.  This  question  of  in- 
dustrial efficiency,  in  its  relation  to  foreign  trade,  is  important 
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enough  to  warrant  a  separate  paper,  but  no  discussion  of  this 
problem  would  be  complete  without  at  least  a  mention  of  it 
here. 

Shipping  Laws. 

Since  the  Civil  War,  our  shipping  laws,  in  addition  to  the 
tariff  imposts,  have  made  it  difficult,  if  not  impossible,  for  the 
American  capitalist  to  invest  in  maritime  property  with  hope 
of  adequate  return.  Ships  cost  much  more  to  build  in  the 
United  States  than  abroad,  and  the  regulations  placed  by  law 
on  American  shipping  are  not  matched  in  any  other  country 
in  the  world.  This  is  especially  true  of  wages  and  conditions 
of  labor.  Foreign  ships  have  an  advantage  in  the  cost  of  fuel, 
supplies,  insurance  and  upkeep,  but  this  is  not  so  important. 
The  handicap  under  which  American  tonnage  in  the  freight 
business  suffers  is  from  10  per  cent,  upward.  For  passenger 
ships  this  cost  increases  greatly,  so  that  American  competition 
in  this  field  under  normal  conditions  is  practically  impossible. 

The  La  FoUette  Seamen's  Bill  is  a  case  in  point,  and  if  not 
repealed  will  probably  put  the  American  merchant  marine 
entirely  out  of  the  competitive  running.  The  hope  that  ships 
flying  our  flag  can  comply  with  the  provisions  of  this  bill  and 
compete  successfully  with  ships  flying  alien  flags  is  beyond  the 
comprehension  of  any  person  familiar  with  water  transportation 
and  its  difficulties. 

The  provisions  of  this  law  apply  to  ships  leaving  the  ports  of 
the  United  States  and  to  ships  l>'ing  in  our  harbors.  The 
Solicitor  for  the  Department  of  Commerce  has  given  an  opinion 
that  this  law  can  be  enforced  only  on  ships  flying  the  Russian, 
Italian,  Greek  and  possibly  the  Swedish  flag.  This  leaves 
Great  Britain  and  Germany  immune  from  the  provisions  of 
this  law  and  makes  the  situation  worse  than  before  the  law  was 
passed,  because  the  only  real  competition  we  have  at  present 
is  with  Great  Britain. 

Coastwise  lines,  serving  the  ports  of  the  United  States,  are 
seriously  affected  by  this  law.  Whether  they  will  be  obliged  to 
raise  their  rates  to  the  level  of  rail  tariffs  or  go  out  of  business 
cannot  be  determined  until  the  full  effect  of  the  law  has  been 
felt.  Ships  flying  the  United  States  flag  have,  prior  to  this  law, 
been  obliged  to  carry  more  seamen  than  any  other  country  re- 


12 

quires,  and  yet  under  this  bill  an  additional  shift  is  required. 
Under  Section  13,  sailors  must  be  able  to  understand  orders 
given  by  the  officers  in  English.  Since  the  decline  of  the  Ameri- 
can Merchant  Marine  after  the  Civil  War,  English-speaking  sail- 
ors have  been  getting  more  and  more  scarce,  and  it  is  either 
foreign  sailors  for  our  ships  or  none.  This  requirement  con- 
ceivedly  may,  and  probably  will,  declare  unfit  for  service,  a  crew 
unfamiliar  with  the  English  language,  but  absolutely  competent 
and  satisfactory  in  every  other  way.  There  is  no  more  need  of 
a  law  requiring  seamen  to  speak  English,  than  there  is  of  a  law 
requiring  factor^'  hands  to  know  the  language.  These  are  only 
samples  of  the  handicaps  imposed  by  this  law  on  shipping. 

If  this  country  believes  it  is  its  humanitarian  duty  to  act  as 
the  model  employer  of  seamen  for  the  world.  Congress,  which 
has  passed  the  bill,  should  establish,  from  the  people's  treasury, 
a  subsidy  to  reimburse  ship-owners  flying  the  American  flag  for 
the  increase  in  cost  of  running  our  ships,  over  foreign  competi- 
tion, made  necessary  by  our  laws.  It  will  be  much  cheaper  for 
the  nation  to  do  this,  than  to  allow  a  comparative  handful  of 
wage-earners,  because  they  work  on  the  sea,  to  impede  the 
commercial  advance  of  a  hundred  million  people.  It  may  be  a 
comfort  to  the  American  seaman,  who  because  of  our  shipping 
laws  is  forced  to  sit  on  a  cap-log  and  watch  alien  ships  coming 
in  and  going  out  of  the  harbors  of  the  United  States,  to  dream 
of  the  blissful  existence  of  the  sailorman  if  our  country  did  have 
a  merchant  marine,  but  the  American  workman,  loafing  three 
or  four  months  out  of  each  year  because  the  country  does 
everything  to  block  the  way,  rather  than  take  advantage  of 
the  opportunity  to  place  his  products  in  the  foreign  markets, 
will  undoubtedly  look  at  this  matter  in  a  different  light. 

Differentials. 

Another  cause  operating  to  make  port  conditions  unequal  is 
the  practice,  introduced  more  than  a  generation  ago,  of  rail 
differentials  in  favor  of  one  port  as  against  another. 

Boston  is  190  miles  nearer  Europe  than  New  York,  yet  ocean 
and  rail  rates  at  both  ports  are  the  same.  Philadelphia  is  60 
miles  further  from  the  ocean  than  New  York,  and  yet  Philadel- 
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phia  is  given  a  preference  of  40  cents  a  ton  on  the  export  rail- 
road rate.  This  difference  of  60  miles  has  not  any  effect  on  the 
ocean  rate,  and  makes  no  appreciable  difference  in  cost,  for  the 
rail  haul.  Yet  on  a  10,000  ton  cargo,  this  differential  gives  a 
Chicago  shipper,  via  Philadelphia  to  Europe,  approximately 
$2,000  gross  difference  in  favor  of  Philadelphia  over  Boston. 
The  cost  of  an  import  cargo  of  10,000  tons  from  Europe  would 
be  approximately  S6,000  less  to  Chicago  via  Baltimore  than  it 
would  be  if  taken  through  Boston,  and  about  $4,000  less  than 
Boston  if  it  went  through  Philadelphia.  An  export  cargo  of 
10,000  tons  from  Chicago  to  Europe  would  be  approximately 
$2,000  less  via  Baltimore  and  Philadelphia  than  via  Boston  or 
New  York.  During  the  year  1914,  Boston  had  378  less  ships 
and  1,145,579  less  net  tons  of  shipping  '"clearing"  from  Boston 
than  "entered"  here  in  the  foreign  trade  —  the  export  differ- 
ential driving  this  amount  of  shipping  to  other  ports  for  their 
outbound  cargoes. 

It  is  not  a  healthy  condition  of  affairs  when  a  vessel  cannot 
get  outward  cargo  at  the  port  where  she  discharges  her  entire 
cargo,  and  instead  must  journey  300  or  400  miles  further  in  bal- 
last, at  a  cost  of  at  least  two  days  in  time,  to  other  ports  which 
have  the  advantage  of  the  differential. 

An  example  of  how  this  works  out  is  shown  by  the  records 
of  full  cargoes  of  grain,  outbound,  from  January  to  June,  in- 
clusive, 1915,  during  which  time  Baltimore  shipped  229  full 
cargoes  against  6  from  Boston. 

Although  Boston's  "clearances"  of  shipping  in  the  foreign 
trade  are  greatly  affected  by  the  working  of  the  port  differential, 
the  "entrances"  are  not  similarly  affected,  although  substan- 
tially the  same  differential  applies  on  import  as  on  export 
freight,  because  most  of  Boston's  imports,  in  fact  80  per  cent. , 
are  for  New  England  manufacturing  cities  and  towns  and  not 
for  points  in  differential  territory,  and  shipments  thereto  do  not 
fall  under  the  import  differential  rule.  However,  on  the  remain- 
ing 20  per  cent,  of  the  imports  for  the  West  and  Canada,  the 
existing  import  differential  works  a  complete  hardship  against 
Boston. 

But  it  is  particularly  on  export  freight  that  the  differential 
hurts  Boston,  for  Boston  must  depend  on  differential  territory 
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to  get  the  bulky  export  cargo  so  desired  by  steamships,  and  so 
necessarj-  to  secure  direct  sailings.  Here  the  situation  is  exactly 
the  reverse  of  the  import  trade,  Boston  getting  80  per  cent,  of 
its  export  cargo  from  differential  territory  and  only  20  per  cent, 
from  New  England  points.  On  80  per  cent,  of  export,  and  20 
per  cent,  of  import  cargo,  or  50  per  cent,  of  the  entire  foreign 
commerce  of  Boston,  therefore,  the  differential  applies  and 
works  great  hardship  upon  this  port. 

Under  this  situation  it  is  not  a  question  of  advantage  in  dis- 
tance, but  only  an  advantage  in  rates.  The  ports  having  the 
lowest  railroad  rates,  regardless  of  other  conditions,  get  prac- 
tically all  the  business;  and  while  it  helps  Baltimore  and  Phila- 
delphia, it  is  not  in  the  interest  of  the  inland  shipper,  nor  do 
the  railroads  benefit  to  any  considerable  extent;  in  fact,  they 
are  injured  because  the  profits  do  not  go  to  them,  but  to  the 
steamship  companies. 

The  result  of  the  port  differential  is  practically  to  subsidize 
the  steamship  companies  for  the  greater  part  of  the  difference 
in  the  railroad  rates.  The  foreign  steamship  trust  takes  ad- 
vantage of  this  differential  to  increase  the  ocean  rate  by  a 
substantial  part  of  the  difference  of  the  rail  rate,  thus  forcing 
the  railroad  companies  to  cede  the  difference  to  them.  The 
differential  practice  works  to  give  one  port  undue  preference 
over  another,  is  imfair  competition,  and  should  cease. 

New  Orleans  is  207  miles  nearer  Chicago  than  Galveston,  and 
yet  that  port  and  Galveston,  together  with  all  the  other  Gulf 
ports,  including  Pensacola,  Mobile,  Gulfport,  Port  Arthur  and 
Texas  City,  have  the  same  import  and  export  rates  thereto  and 
therefrom. 

Philadelphia  is  164  miles  and  Baltimore  188  miles  nearer 
Chicago  than  Boston,  and  yet  there  is  a  difference  of  from  6 
cents  to  8  cents  per  100  pounds  of  imports,  and  2  cents  to  3 
cents  per  100  pounds  on  exports  thereto  and  therefrom.  Boston 
and  New  York  have  the  same  rates. 

As  all  the  Gulf  ports  have  the  same  export  and  import  rates 
to  and  from  common  points,  the  North  Atlantic  ports  should 
in  equity  have  the  same  export  and  import  rates  to  and  from 
common  points. 
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Free  Dockage. 

One  of  the  proofs  of  our  maritime  decay  is  the  fact  that  all 
the  large  Atlantic  ports,  except  New  York,  have  allowed  the 
foreign  steamship  companies  to  extort  free  wharfage  from  the 
railroads.  Ships  under  the  control  of  this  combination,  which 
in  their  own  countries  are  obliged  to  pay  rental  for  the  wharves 
they  use,  sufficient  to  reimburse  the  owner,  —  whether  it  be 
state,  municipality  or  otherwise,  —  to  the  extent  of  interest, 
maintenance  charges,  and,  at  substantially  all  European  ports, 
a  profit  in  addition,  demand  in  the  United  States  free  wharf  and 
pier  accommodations,  on  the  threat  that  if  this  is  not  granted 
they  will  not  use  the  port.  This  situation  must  be  humiliating 
to  the  patriotism  and  self-respect  of  the  American  people.  New 
York  alone,  of  our  eastern  ports,  is  able  to  enforce  port  charges, 
because  New  York  controls  enough  business  to  force  the  foreign 
companies  to  pay  wharfage  as  they  do  in  their  home  ports. 
The  Cunard  Line  has  been  coming  to  Boston  for  seventy-five 
years  and  for  a  large  part  of  its  time  owned  its  own  pier  and 
paid. for  its  maintenance.  Ultimately,  however,  it  was  able  to 
force  the  railroad  with  which  it  had  direct  connection  to  buy 
its  pier,  the  use  of  which  it  now  receives  free. 

The  port  authorities  in  Boston,  Baltimore  and  Philadelphia 
are  naturally  chafing  under  this  situation,  but  have  been  unable 
to  make  any  headway  against  it.  Including  the  Commonwealth 
Pier,  Boston,  owned  and  operated  by  the  State,  the  losses 
on  which  are  borne  by  the  Commonwealth  of  Massachusetts, 
it  costs  the  Commonwealth  and  the  railroads  doing  export  and 
import  business  in  the  port  of  Boston  about  $2,000,000  a  year 
more  than  the  total  income  received  on  the  export  and  import 
freight  handled  through  Boston.  This  does  not  consider  the 
offset  due  to  the  community  value  of  a  port,^  which  is  enormous 
and  cannot  be  estimated,  yet  there  can  be  no  justification  in 
business  or  in  morals  for  a  practice  which  thus  forces  a  port 
city  to  give  up  its  greatest  natural  asset  —  its  water-front  — 
for  the  sole  use  and  profit  of  a  foreign  steamship  trust. 

The  foreign  steamship  companies  will  never  voluntarily  give 
up  the  profits  they  are  getting  from  free  wharfage,  which  car- 
ries with  it  the  possibility  of  playing  one  port  against  another. 


^  Bee  chapter  on  "  Communitjr  Value  of  a  Port,**  Snppiementary  Repoct,   Dinetoca  of  the 
Bort  of  Boston,  Hareh  31. 191ft. 
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The  only  remedy  in  sight  is  to  appeal  to  the  Interstate  Com- 
merce Commission  for  relief.  Section  1  of  the  act  defining  the 
powers  and  duties  of  this  Commission  declares  that  every  un- 
just and  unreasonable  charge  with  reference  to  commerce  with 
subjects  of  foreign  countries  is  prohibited  and  unlawful.  The 
port  authorities  of  Philadelphia,  Baltimore,  Boston  and  else- 
where, now  giving  free  wharfage,  should  take  advantage  of 
Section  12  of  the  act  of  the  Interstate  Commerce  Commission, 
which  gives  that  body  the  right  to  inquire  into  the  management 
of  the  business  of  foreign  carriers,  and  obtain  from  such  car- 
riers complete  information  necessary  to  enable  the.  commission 
to  perform  its  duties. 

Section  15  further  prescribes  that  when  the  Interstate  Com- 
merce Commission  is  of  the  opinion  that  any  practice  of  a 
carrier  is  unjust  and  unreasonable,  it  shall  define  what  practices 
are  fair,  and  make  an  order  to  that  end.  In  the  case  of  the 
Interstate  Commerce  Commission  vs.  The  Federal  Railroad 
Company,*  the  Supreme  Court  of  the  United  States  laid  down 
the  rule  that  the  object  of  the  Interstate  Commerce  Commis- 
sion was  not  merely  to  settle  disputes  between  shippers  and 
carriers,  but  had  a  far  wider  scope  and  design,  and  of  its  own 
motion  could,  without  the  intervention  of  individual  litigants, 
institute  and  carry  through  proceedings  for  the  correction  and 
righting  of  wrongs  affecting  the  public  commercial  interests.  It 
would  certainly  appear  that  any  practice  which  in  Boston  alone 
results  in  a  net  yearly  loss  of  $2,000,000  to  the  railroads  and  the 
Commonwealth,  above  total  receipts,  due  wholly  to  free  wharf- 
age, for  the  benefit  of  the  foreign  steamship  trust,  is  an  abuse 
and  a  wrong,  not  only  to  the  nation's  commerce,  but  to  the 
individual  stockholders  of  the  railroads  concerned.  Inasmuch 
as  Baltimore,  Philadelphia  and  Boston  are  equal  losers  from  this 
practice  of  free  wharfage,  they  have  everything  to  gain,  and 
nothing  to  lose,  even  from  the  standpoint  of  competition,  by 
joining  in  an  effort  to  have  an  adjudication  by  the  Interstate 
Commerce  Commission  on  this  most  important  matter.  This 
Association  has  already  asked  the  Commission  to  look  into  the 
matter  of  freight  rates  in  respect  to  switching  charges,  without 
result,  and  this  request,  with  the  question  of  free  wharfage 
added,  should  be  renewed. 

i  57.  Federal  Reports.  1005. 
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River  and  Habbor  Appropriations. 

The  indifference  of  Congress  to  the  needs  of  the  Northern 
ports  in  the  appropriations  for  river  and  harbor  improvements 
among  the  various  states,  while  at  the  same  time  being  persist- 
ently and  consistently  liberal  on  projects  suspiciously  of  political 
origin,  has  apparently  placed  the  selfish  interests  of  certain 
sections  above  the  national  good.  The  ports  on  the  Atlantic 
seaboard  are  as  much  the  ports  of  Iowa  and  Michigan  as  they 
are  of  the  states  immediately  surrounding  them,  and  should  be 
considered  as  a  part  of  the  nation's  resources.  The  Northern 
Atlantic  States,  especially,  have  been  liberal  in  their  appropriations 
for  river  and  harbor  improvements  within  their  own  boundaries, 
but  have  received  from  Congress  nothing  like  their  just  ^are  of 
the  appropriation  for  river  and  harbor  improvements. 

Considering  the  river  and  harbor  appropriation  for  1914, 
Florida  has  received  92  cents  per  capita  of  population;  Texas,  28 
cents;  Arkansas,  26  cents;  North  Carolina,  23  cents,  as  against 
New  York,  21  cents;  Pennsylvania  and  New  Jersey  together,  14 
cents;  Massachusetts,  6  cents,  and  Maryland,  3  cents.  Con- 
sidering the  total  appropriations  up  to  and  including  1914, 
Massachusetts  has  received  $5.90  per  capita  and  New  England 
$6.60,  while  the  Southern  States  have  received  at  the  rate  of 
$9.10  per  capita  and  the  whole  country  at  large  $7.30. 

When  compared  with  the  individual  valuation  of  the  several 
states,  and  the  custom  receipts,  etc.,  the  comparison  becomes 
still  more  unfavorable  to  the  Northern  Atlantic  ports. 

If  we  are  to  have  national  river  and  harbor  development,  it 
must  be  businesslike  and  fair  to  all  ports  of  the  country.  Ap- 
propriations should  not  be  regulated  by  the  political  power  of  a 
particular  section.  The  nation  should  decide  how  much  money 
it  can  afford  to  spend  in  any  given  year  for  its  maritime  develop- 
ment work,' and  the  entire  disposal  of  this  matter  should  be  left 
to  the  discretion  and  control  of  the  Engineer  Corps,  U.  S.  A., 
which  has  demonstrated  fully  its  ability  to  carry  out  this  work 
in  a  non-partisan  and  scientific  spirit,  with  due  regard  for  the 
interest  and  need  of  the  whole  country.  Great  progress  has 
been  made  during  the  last  few  years  in  nationalizing  and  popu- 
larizing river  and  harbor  appropriations,  but  much  yet  remains 
to  be  done. 
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Railroad  Finance. 

A  handicap  to  the  equal  development  of  all  our  ports  is  the 
financial  control  of  New  York  over  the  railroads  of  the  country. 
This  control  has  made  it  possible  to  increase  the  importance  of 
New  York  in  transportation  matters,  and  to  make  other  Atlantic 
ports  subservient  to  it.  Although  this  is  not  vitally  important, 
it  has  a  tendency  to  work  for  a  concentration  of  shipping  facil- 
ities at  one  point;  while  if  our  seaboard  were  considered  as  the 
asset  of  the  nation  and  the  ports  utilized  properly,  rather  than 
at  the  order  of  the  controlling  financial  railroad  interest,  the 
railroads  themselves  and  the  country  as  a  whole  would  in  the 
end  be  very  much  better  off. 


The  SfflPPiNG  Trust. 

The  principal  and  most  powerful  influence  working  against 
the  American  people  in  their  attempt  to  establbh  an  American 
Merchant  Marine  is  the  control  of  the  transatlantic  trade  of 
the  United  States  by  steamship  companies  governed  by  monop- 
olistic combinations  with  headquarters  in  London.^  This  trust 
is  operated  under  agreements  and  conferences  with  two  motives: 
to  arrange  for  the  competition  of  lines  within  the  agreement, 
and  to  prevent  the  intrusion  of  all  independent  lines.  It  is  able 
to  maintain  prices  based  on  its  power  to  charge,  and  has  been 
able  to  crush  competition  tending  to  lower  these  prices;  to 
maintain  minimum  charges,  divide  tonnage  and  passengers  and 
avoid  conflict  in  sailings,  and  in  some  cases  even  to  pool  profits. 
All  this  has  been  clearly  demonstrated  in  the  investigations  of 
the  shipping  trust  before  Congress  during  the  past  three  years. 
By  a  system  of  rebates,  this  trust  keeps  shippers  in  South 
America  and  elsewhere  under  absolute  control.  Before  the  war, 
a  ship  might  carry  American  goods  to  South  America,  but 
could  not  get  a  cargo  of  South  American  goods  back  to  the 
United  States,  because  the  South  American  shippers  could  not 
afford  to  antagonize  the  Shipping  Trust.  In  its  methods  of 
meeting  competition  the  trust  is  remorseless. 

While  it  is  in  some  instances  true  that  a  decade  ago  our 
manufacturers  did  send  goods  to  South  America  which  failed  to 

>  Sm  BtDMlbb  Rm.  643,  H«viBt  b«foc« ike  Spedal  Committwof  the  U.S. Senate.  Od  Congrai, 
Pluti  I  to  IX.   Supplementary  Report,  March  31, 1915.  Diieeton  of  the  Fott  ol  Boeton. 
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meet  the  prejudices  of  the  consumers,  and  those  shipments  did 
not  meet  requirements  in  the  matter  of  packing  and  shipping, 
yet,  owing  to  the  dissemination  of  knowledge  on  this  matter, 
our  manufacturers  are  now  shipping  goods  which  in  every  way 
are  up  to  the  standards  of  those  countries  and  which  are  packed 
and  distributed  according  to  the  customs  in  vogue  and  desired 
by  the  buyers  in  those  countries. 

Ever>'thing  which  it  is  possible  to  do,  to  discourage  the  sale 
of  American  products,  by  misrepresenting  quality  and  methods 
and  restricting  facility  of  intercourse,  especially  in  South  Amer- 
ica, has  been  done  by  our  European  competitors  who  control,  or 
are  backed  up  by,  the  shipping  trust;  and  the  Yankee  who  has 
always  prided  himself  on  being  able  to  take  care  of  himself  and 
fight  for  and  obtain  his  rights,  has  been  obliged  to  throw  up  his 
hands  to  this  trust.  In  every  seaport  in  this  country,  the  ship- 
ping and  other  agents  of  this  trust  are  to  be  found  in  strategic 
positions  on  maritime  committees  of  the  chambers  of  conunerce, 
and  thus  have  been  able  to  minimize,  if  not  stifle,  inquiries  into 
the  oppressive  practices  in  vogue. 

President  Wilson's  Ship  Purchase  Bill,  which  would  prac- 
tically put  the  government  into  the  shipping  business,  was  in- 
spired by  undoubted  evidence  that  American  shipping  was  in 
the  clutches  of  a  foreign  shipping  trust.  The  objection  to  the 
Wilson  Shipping  Bill,  which  implies  government  ownership  and 
operation,  is  that  it  is  not  the  remedy  for  the  disease,  and  will 
probably  make  it  worse.  Another  remedy,  which  has  not  the 
merit  of  being  disinterested,  as  the  administration  bill  undoubt- 
edly is,  is  advanced  by  certain  interests  which  for  years  have 
been  trying  to  get  a  ship  subsidy  bill  through  Congress.  Inas- 
much as  these  very  interests  were  in  part  responsible  for  the 
shipping  laws  under  which  our  shipping  has  been  suppressed 
since  the  Civil  War,  the  fear  that  these  subsidies  would  be  for 
the  benefit  of  a  certain  favored  class  only  and  leave  the  question 
of  the  freedom  of  the  seas  as  undecided  for  the  independent 
American  shipper  as  before,  has  properly  defeated  all  such 
subsidy  legislation. 

While  there  are  other  obstacles  in  the  way  of  an  American 
Merchant  Marine,  these  are  the  principal  ones.  It  will  naturally 
follow  that  the  question  as  to  whether  there  will  be  public  or  pri- 
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Indeed  the  movement  for  publicly  owned  docks  and  terminals 
is  now  being  urged  by  many  interests  which  have  heretofore 
been  strongly  opposed  to  such  ownership. 

A  ship  that  can  sail  the  ocean  and  be  obliged  to  dicker  for  a 
pier  on  arriving  at  a  harbor  to  discharge  its  cargo,  is  in  exactly 
the  same  position  as  a  train  which  can  run  on  its  own  rails 
and  be  obliged  to  bargain  with  each  station  agent  to  find  out 
whether  it  will  be  allowed  to  let  off  its  passengers  and  the  con- 
ditions on  which  they  may  step  upon  the  platform.  Allowing 
all  legitimate  differences  of  opinion  as  to  the  wisdom  of  the 
policy  of  government  ownership  of  railroads,  there  can  be  no 
fair  argument  that  it  is  common  sense  to  own  the  road  and  not 
own  the  station.  In  this  case  the  ocean  is  the  road,  and  the 
water  terminals  are  the  stations.  Public  ownership  and  control 
should  include  not  only  the  piers  and  railroad  approaches,  but 
also  the  grain  elevators  and  warehouses,  which  are  a  part  of 
every  properly  equipped  port.  This  does  not  imply  operation 
by  public  authorities;  rather  the  contrary. 

The  question  of  whether  belt  lines  should  be  privately  or 
publicly  owned  is  solely  a  matter  of  whether  the  railroads  enter- 
ing the  port  are  willing  to  provide  for  the  easy  interchange  of 
freight  between  the  several  piers  and  from  one  railroad  to 
another.  Especially  if  the  ownership  of  water  terminals  is 
vested  in  the  railroads,  they  should  be  forced  to  build  and 
maintain  facilities  for  the  liquid  interchange  of  freight  to  and 
from  the  port.  If  the  marginal  property  is  in  public  control, 
the  state  or  city  should  dictate  the  conditions  under  which  the 
belt  line  shall  be  operated,  to  the  end  that  public  control  shall 
be  guaranteed.  The  experience  of  the  City  of  New  Orleans, 
which  was  forced  to  establish  its  own  belt  line,  is  illuminating, 
as  showing  what  can  be  done.  The  ownership  by  New  Orleans 
of  its  belt-line  railroad  does  not  involve  any  destruction  of  dem- 
ocratic ideals  and  was  born  of  necessity.  Other  ports  may  be 
compelled  to  do  the  same  thing. 

All  lands  adjacent  to  the  water-front  should  be  publicly 
owned  or  controlled,  so  that  progress  can  be  made  along  definite 
and  practical  lines.  The  management  of  industries  to  be  located 
on  these  sites,  and  of  the  warehouses,  is  not  a  public  function 
and  should  be  under  private  control. 
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The  type  of  port  administration  is  not  material,  provided  it 
is  businesslike.  Whether  it  be  the  American  city  or  state,  the 
English  commission  or  the  Continental  municipal  type,  either  can 
be  made  successful  if  politics  is  eliminated  and  honesty  and  effi- 
ciency are  in  charge.  It  is  not  the  form  of  administration,  but  the 
quality  which  is  important  and  which  will  determine  the  result. 

At  the  present  time,  terminal  property  of  the  railroads  in  all 
the  cities  of  the  Atlantic  seaboard,  except  New  York,  is  a  white 
elephant  on  the  hands  of  the  railroad  owners,  who  would  un- 
doubtedly be  willing  and  glad  to  give  the  property  up  under 
proper  conditions,  if  they  can  be  assured  of  a  uniform  port  ad- 
ministration that  will  give  them  the  needed  facilities  to  do  their 
business.  The  relation  of  private  water-front  owner  to  the 
public  immediately  presents  itself  as  one  of  the  obstacles  to  the 
public  ownership  of  water-front  property,  and  the  answer  to 
this  question  was  so  well  given  by  Mr.  Calvin  Tomkins  of  New 
York  in  1910,  that  I  can  do  no  better  than  quote  him:  — 

''I  believe  that  in  municipalizing  the  water-front,  the  city  should 
"seek  to  include  in  its  acquisitions  for  terminal  purposes  the  back 
"lands  necessary  for  transshipment  sheds  and  for  a  marginal  railroad. 
"These  are  all  integral  parts  of  a  port's  equipment  and  should  not  be 
"separated.  I  agree  with  ^Ir.  Bush  in  thinking  that  the  city  should 
"not  undertake  the  functions  of  warehousing  and  manufacturing. 
"While  it  is  incumbent  upon  the  city  to  place  its  water-front  under 
"a  continually  increasing  degree  of  public  control  .  .  .  through 
"leases  and  permits  on  city  property,  private  lessees  shall  be  guar- 
"anteed  either  permanency  of  occupation  or  indenmification  against 
"change.  It  should  be  the  city's  policy  to  seek  to  stimulate  in  every 
"possible  way  private  enterprise  in  warehousing  and  industrial  de- 
"velopment. 

"The  gradual  municipalization  of  the  water-front  should  be  under- 
"  taken  so  as  not  to  discourage  private  enterprise,  but  in  a  manner 
"which  shall  give  assurance  not  only  to  the  holders  of  backlands, 
"but  also  to  the  private  holders  of  water-front  property,  that  their 
"interests  will  be  safeguarded  until  such  time  as  the  competition  of 
"this  port  with  other  ports  shall  gradually  make  necessary  public 
"ownership  and  control  of  the  entire  water-front." 

Port  development  under  proper  conditions  is  for  the  purpose 
of  helping  private  interests.  No  greater  calamity  could  befall 
the  movement  for  better  harbor  facilities  than  to  antagonize 
or  injure  private  undertakings  or  industries. 
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Without  minimiziDg  the  importance  of  other  interests  and 
issues  now  before  the  people,  it  is  perhaps  not  an  exaggeration 
to  say,  that  this  question  of  harbor  development  and  the 
freedom  of  the  seas,  is  not  dwarfed  by  comparison  with  any 
other  subject  now  attracting  the  attention  of  the  American 
people. 

The  general  obstacles  to  port  development  enumerated  above, 
and  the  local  problems  which  are  summarized  and  annexed 
hereto,  stand  restraining  the  impatient  tide  of  the  nation's 
progress.  They  are  .he  barriers  against  the  flow  of  commerce 
out  of  this  country,  which  prevent  us  from  sending  our  prod- 
ucts to  needed  customers  in  other  lands. 

Public  ownership  and  control  of  the  water-fronts  will  natu- 
rally meet  opposition  from  the  railroads,  which  have  appreciated 
the  value  of  ownership  of  water  terminals  and  have  granted  the 
concessions  of  free  dockage  at  the  demand  of  ocean  steamship 
companies,  intending  to  reimburse  themselves  by  the  profit 
from  haul  on  freight  to  inland  points  on  their  lines.  This  fact 
admits  that  free  dockage  is  unjust  in  spite  of  the  claim  that  use 
of  these  terminals  is  thus  given  away  in  an  endeavor  to  secure 
business.  The  railroads  and  stockholders  while  suffering  great 
annual  loss  from  this  practice,  are  loath  to  relinquish  these  val- 
uable water-front  holdings. 

The  fear  of  the  effect  upon  the  railroad  interests  of  the 
attitude  that  would  be  taken  by  public  officials  is  the  basis  for 
opposition  to  the  acquisition  of  railroad  water-fronts  by  the 
public,  and  explains  the  apparent  inconsistency  in  the  willing- 
ness of  railroads  to  continue  to  bear  this  annual  burden  and 
unwillingness  to  part  with  water-front  holdings  so  highly  prized. 

The  great  foreign  steamship  trusts,  which  dominate  the  seas, 
will  hesitate  to  give  up  their  free  piers,  special  privileges  and 
secret  agreements  with  the  railroads.  The  shipping  trust  will 
reluctantly  withdraw  its  crushing  power  from  our  commerce, 
and  will  contest  to  the  end  any  movement  which  will  restrict  it 
in  its  oppressive  practices,  for  it  cannot  fail  to  see  that  the 
maintenance  of  harbor  systems  on  uniform  lines  in  this  country, 
which  will  put  all  commerce  on  the  same  terms,  is  the  entering 
wedge  to  the  real  freedom  of  the  seas.  This  movement  is, 
therefore,  surely  destined  to  meet  an  opposition  as  powerful  as 
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it  is  bitter.  To  succeed,  we  must  have  courage.  We  must  not 
antagonize  private  interests.  If  we  are  to  accomplish  that 
which  is  so  near  and  dear  to  our  hearts  —  successful  develop- 
ment of  our  water  terminals  —  the  increase  of  business  which 
will  follow  will  open  up  the  old  ambition  of  a  hundred  years 
ago,  to  primacy  in  the  maritime  commerce  of  the  world. 


EDW.  F.  McSWEENEY. 
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LOCAL  PROBLEMS  OF  PORT  DEVELOPMENT. 

New  Orleans. 

"The  only  problem  ...  at  present  is  that  of  arriving  at 
the  ideal  system  or  method  of  applying  the  tax  which  com- 
merce should  bear  toward  the  upkeep  and  maintenance  of  its 
modern  and  highly  developed  system  of  port  facilities." 

Seattle. 

As  in  Boston,  the  switching  charge  is  the  great  problem. 
"  The  Port  Commission  has  for  three  years  been  endeavoring  to 
persuade  the  railroads  to  form  a  terminal  company,  establish  a 
single  zone  in  place  of  thirteen  zones,  and  a  single  switching 
charge  in  place  of  the  graduated  charges  running  from  $L50 
to  $12.50,  but  so  far  without  success." 

The  Seattle  Port  Commission  has  constructed  and  operates 
a  $1,000,000  pier  with  storage  yards  for  lumber,  a  grain  ele- 
vator, a  cold-storage  plant  and  several  warehouses.  The  prob- 
lems of  these  forms  of  public  service  include  revolving  funds  for 
advancement  of  freight  charges  of  ships,  and  rail  carriers, 
already  created,  issuance  of  warehouse  receipts  and  limitations 
of  liability  for  damage  to  goods,  apparent  tendency  of  railroads 
and  water  carriers  in  sympathy  therewith  to  discriminate 
against  public  facilities,  political  or  legislative  tendency  to 
handicap  public  facilities,  opposition  of  vested  interests  and  the 
need  of  directing  the  attention  of  the  Federal  Government  to 
correlation  of  water  and  rail  terminals  to  enable  the  general 
public  to  gain  advantage  of  cheap  water  freights  now  largely 
lost,  due  to  excessive  cost  of  distribution  in  port  or  terminal 
cities. 

Portland,  Oregon.  . 

The  specific  problems  are  lack  of  realization  by  the  community 
as  a  whole  of  the  importance  of  the  port,  and  the  fact  that 
capital  has  become  accustomed  to  depending  on  the  railroads 
and  has  not  been  properly  trained  to  consider  water-front 
problems.  Added  to  this  is  the  present  failure  in  getting  a 
fair  share  of  through  freight  and  the  lack  of  interest  shown  by 
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SUMMARY  OF  ARTICLE. 

The  first  step  toward  erecting  a  building  is  the  clearing  of  the 
site  of  obstacles  and  d6bris.  Applying  the  same  general  prin- 
ciple to  the  up-building  of  the  ports  of  the  United  States  and 
the  creation  of  an  American  Merchant  Marine,  the  United 
States  must  clear  away  all  obstacles  which  tend  to  work  against 
the  free  flow  of  traffic  and  the  businesslike  administration  of 
our  ports. 

These  obstacles  are  summarized  as  follows:  — 

First.  —  Politics  of  all  kinds  which  make  port  development 
and  port  administration  a  football  for  selfish  ends;  the  misuse 
of  port  appropriations  for  party  spoils  and  the  employment  of 
political  contractors;  tariff  politics  and  political  river  and  harbor 
appropriations;  the  high  cost  of  living  in  the  United  States  and 
the  need  of  co-operation  and  industrial  efficiency. 

Second,  —  The  new  shipping  bill,  added  to  former  oppressive 
shipping  laws,  which  increases  the  cost  of  running  ships  under 
the  American  flag  to  a  point  that  makes  impossible  the  invest- 
ment of  capital  in  marine  property. 

Third.  —  Playing  into  the  hands  of  the  foreign  shipping 
trust  which  has  been  shown  to  be  the  most  powerful  opposition 
to  the  development  of  our  American  ports  and  the  greatest 
restriction  to  the  free  growth  of  an  American  Merchant  Marine, 

Fourth.  —  Port  differentials  which  give  an  artificial  disad- 
vantage to  some  ports  to  the  advantage  of  others. 

Fifth.  —  The  lack  of  a  uniform  system  of  harbor  dues. 
Dues  are  now  made  only  in  regard  to  local  conditions,  con- 
cerning which  it  is  here  recommended  that  a  study  be  made 
by  a  committee  of  this  association  to  the  end  that  a  logical 
and  uniform  system  of  dues,  fair  in  proportion  to  the  service 
rendered,  be  established. 

These  and  other  minor  obstacles  which  have  been  enumerated 
must  be  swept  away  before  the  United  States  can  begin  to 
form  any  comprehensive  plan  for  port  development  and  prepare 
the  way  for  an  American  Merchant  Marine. 

Sixth.  —  Public  vs.  private  ownership  of  water-front  proper- 
ties.   Development  of  all  water-front  property  should  be  under 
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FOREWORD. 


The  American  people  at  last  begins  to  realize  that  the 
problem  of  ''national  preparedness/'  in  the  broadest  sense 
of  that  term,  is  upon  it,  and  that  it  must  be  resolutely  and 
adequately  taken  up  at  once.  If  we  are  to  withstand,  in  the 
days  ahead  of  us,  the  inimical  operation  of  world  forces,  both 
political  and  economic,  the  effects  of  which  will  be  enor- 
mously intensified  by  the  European  War,  our  national  life 
must  have  unanimity  of  purpose,  co-ordination  of  effort  and 
effectiveness  of  action. 

The  obvious  lesson  of  the  present  war  is  that  great 
nations  may  no  longer  count  upon  crossing  bridges  when 
they  come  to  them,  upon  the  mere  extemporaneous  gather- 
ing together  of  their  powers  to  meet  crises,  when  these 
suddenly  arise,  or  upon  the  ability  of  their  citizens,  accus- 
tomed to  go  each  his  own  way,  according  to  his  own  inter- 
ests and  predilections,  to  acquire  off-hand  a  clear  vision  of 
the  common  objective,  or  the  collective  energy  and  effi- 
ciency necessary  to  attain  that  objective  with  the  least 
possible  waste,  loss  and  risk  of  failure. 

It  is  true  that  this  great  lesson  is  now  being  impressed 
upon  us  chiefly  in  a  military  sense;  but  every  thinking 
person  must  perceive  that  its  implications  are  no  less 
cogently  applicable  for  the  nations  of  the  earth — our  own 
among  them — when  they  are  at  peace  than  when  they  are 
at  war. 

Such  is  the  situation  which  the  people  of  the  United 
States  must  prepare  to  meet;  and  "national  preparedness** 
means  for  us  the  clearing  away  at  a  stroke  of  all  public 
policies  that  have  their  roots  in  the  selfish  conceptions  of 
sections  or  factions  or  classes  in  the  country,  the  establish- 
ment of  firm  principles  of  common  action  for  permanently- 
beneficial  ends,  and  the  substitution  in  the  minds  of  all 
patriotic  citizens  of  ideals  of  the  general  good  for  ideals 
of  particular  advantage  here  or  there.  Mr.  Perkins'  article 
is  a  contribution  to  this  programme. 

THE  EDITORS, 

THE  ECONOMIC  WORLD, 

80  Wall  St,  New  York  City 
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Unpreparedness  for  Peace. 

What  has  happened  to  the  rest  of  the  world  during  the 
past  year  has  aroused  us  to  a  sense  of  our  own  unprepared- 
ness. Until  this  frightful  war  broke  out  we  were  sailing 
on,  blissfully  and  serenely,  without  making  any  prepar- 
ations for  defense  against  invasion  by  a  foreign  foe. 
Suddenly  we  have  awakened  to  our  dangerous  condition. 
And  yet  the  question  of  our  being  attacked  by  a  foreign 
foe  with  battleships,  submarines,  airships  and  armies  is 
not  a  certainty — it  is  but  a  possibility.  Wc  may  not  have 
to  face  a  war  at  arms  with  foreign  nations,  but  we  are  cer- 
tain to  face  war  in  industry  with  foreign  nations.  War  may 
not  come,  but  peace  will  surely  come,  and,  after  peace,  in- 
dustrial conflict. 

We  may  not  be  invaded  with  long-range  guns,  but  wc 
actually  are  being  and  will  continue  to  be  invaded  with  long- 
range  methods  of  inter-communication.  The  long-range 
gun,  the  submarine,  and  the  airship  are  the  most  deadly 
instruments  of  modern  war  at  arms.  The  long-distance 
telephone,  the  Atlantic  cable,  and  the  wireless  are  the  most 
deadly  instruments  of  war  in  industry.  We  may  not  have 
to  face  the  former;  we  are  already  obliged  to  face  the 
latter. 

Industrial  Depression  Before  the  European  War. 

Every  man  from  Maine  to  California  who  is  in  any  way 
engaged  in  banking  or  industrial  pursuits  knows  that  when 
this  war  broke  out  the  business  of  this  country  was  rapidly 
shutting  down.  Factories  were  closing  or  going  on  short 
time.  Thousands  of  men  were  being  thrown  out  of  work 
and  an  industrial  depression  was  upon  us.    This  depression 


our  idle  factories  at  work  and  re-employed  our  men  who 
were  walking  the  streets  seeking  work,  so  that  during  the 
last  few  months  we  have  seen  a  large  percentage  of  our 
idle  men  put  to  work  on  what  we  call  "war  orders"  from 
Europe.  This,  of  course,  is  purely  a  temporary  condition. 
Some  day  the  war  will  cease — ^probably  as  suddenly  as  it 
began — and  our  men  will  no  longer  have  this  work.  At 
approximately  the  same  moment  that  Europe's  demand  on 
us  for  war  supplies  largely  ceases,  her  men  will  be  put  to 
work  manufacturing  the  things  that  she  was  selling  to  us 
so  successfully  under  the  Wilson  tariff  when  the  war  broke 
out.  In  short,  the  end  of  this  frightful  war  will  auto- 
matically put  many  of  our  men  out  of  work  and  many  of 
Europe's  men  at  work. 

Identically  the  same  condition  will  prevail  that  existed 
when  the  war  broke  out,  plus  another  extremely  important 
factor  that  did  not  exist  at  that  time,  viz.,  we  shall  have  a 
very  large  amount  of  Europe's  gold;  Europe  will  of  neces- 
sity make  every  possible  effort  to  get  back  that  gold  and 
she  will  find  that  her  easiest  way — ^in  fact,  almost  her  only 
way — ^will  lie  in  the  direction  of  selling  us  manufactured 
goods  at  prices  low  enough  to  win  back  the  gold  she  has 
lost.  This  will  require  her  to  use  men  in  her  factories  at 
low  wages,  but  those  men  will  not  consider  it  a  hardship 
to  exchange  the  trenches  where  they  have  been  working  for 
a  few  cents  a  day,  on  short  rations,  for  factories  where  they 
will  get  better  wages,  beds  to  sleep  on,  protection  for  their 
lives  and  better  food.  On  the  other  hand,  our  men  over 
here  will  consider  it  a  hardship  to  g^ve  up  the  high  wages 
they  are  now  getting  for  making  war  materials  and  accept 
lower  wages  for  making  materials  used  in  times  of  peace. 
It  seems  to  me  that  this  phase  of  the  matter  is  of  the  utmost 
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gress;  it  should  be  given  all  the  ^ower  possible  under  our 
Constitution,  and  should  be  put  in  such  a  position  toward  the 
public  that  its  findings,  when  announced,  would  carry  so 
much  weight  that  Congress  could  scarcely  refuse  to  enact 
them  into  law. 

Some  people  may  object  to  this  on  the  ground  that  ft 
would  be  tantamount  to  taking  the  tariff-making  power 
away  from  Congress  and  putting  it  in  the  hands  of  a  com- 
mittee; but  this  is  no  argument  at  all,  because  for  thirty 
years  our  tariff  has  been  made  and  remade,  and  each  time 
by  a  small  committee  of  the  House  and  of  the  Senate,  on 
purely  a  log-rolling  political  basis  for  political  advantage. 
This  small  committee  has  then  reported  it  to  Congress, 
which  has  passed  it  without  a  large  percentage  of  the  mem- 
bers of  Congress  knowing  much,  if  anything,  more  about 
it  than  the  public  itself  knew. 

The  situation  seems  so  clear,  the  need  so  urgent,  the 
preparedness  so  necessary  that  I  believe  that,  if  the  people  of 
this  country — ^farmers,  laborers,  bankers,  manufacturers — 
will  join  in  a  unanimous  demand  on  Congress  for  some  such 
action  next  Winter,  it  can  be  secured  from  the  present 
Democratic  Congress;  for  while  the  Democratic  Party  is 
not  in  favor  of  a  high  tariff,  it  could  with  great  propriety,  it 
seems  to  me,  be  in  favor  of  a  tariff  commission,  for  this 
does  not  mean  a  high  tariff  nor  a  low  tariff,  but  a  proper 
tariff. 

Some  of  our  Republican  friends  are  urging  that  the 
Republican  Party  be  returned  to  power,  in  which  event  it 
would  adopt  a  policy  of  preparedness  in  this  tariff  matter 
by  giving  us  a  high  tariff.  It  is  dangerous  to  wait  until 
191 7  to  begin  a  policy  of  preparedness  in  this  tariff  matter, 

for  the  war  may  and  probably  will  end  sooner  than  that. 
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opportunity  to  extend  its  foreign  trade.  No  civilized  people 
ever  had  such  golden  opportunities  within  their  reach,  and 
yet  our  unpreparedness  to  take  advantage  of  them  is  so 
great  that  they  are  slipping  away  from  us,  and,  as  matters 
stand  to-day,  when  peace  comes  we  shall  find  ourselves 
worse  off  in  the  matter  of  our  foreign  trade  relations  than 
we  were  when  the  war  began.  If  this  should  be  the  result, 
the  responsibility  will  rest  almost  wholly  on  our  Federal 
Government,  which  seems  to  be  entirely  incompetent  and 
impotent  to  cope  with  the  situation. 

In  addition  to  the  tariff  situation,  let  me  cite  in  support 
of  this  assertion  two  or  three  other  practical  illustrations. 
Take  the  matter  of  our  merchant  marine.  After  the  war 
broke  out  it  immediately  became  evident  that  we  were  en- 
tirely unprepared  with  merchant  ships  on  the  seas.  Our 
Government  at  once  advocated  the  policy  of  a  Government- 
owned  merchant  marine,  and  you  all  remember  the  precious 
time  that  was  lost  in  debating  this  question  in  Congress  and 
the  Administration's  defeat. 

During  the  same  Congress  the  La  Follette  bill  was 
passed  and  signed  by  President  Wilson,  since  which  time 
our  steamship  lines  on  the  Pacific  Ocean  have  gone  out  of 
business  and  our  place  in  that  great  trade  is  rapidly  being 
taken  by  Japan ;  so  that  the  net  result  of  our  Governmental 
activities  since  the  war  began,  in  the  matter  of  a  merchant 
marine,  has  been  a  marked  decrease  in  our  preparedness. 

It  is  true  that  the  Administration's  policy  for  a  Govern- 
ment-owned merchant  marine  was  defeated,  but  several 
times  since  it  met  with  that  defeat  the  Government  has 
made  it  known  that  it  would  take  up  the  same  programme 
again  next  Winter,  and  of  course  individual  investors  will 
not  go  into  the  shipping  business  on  a  large  scale  with 
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"given  similar  notice,  with  an  indication  of  what  steam- 
"ers  they  are  to  take  for  their  return  to  the  United 
"States  and  notice  of  no  employment  when  they  reach 
"the  United  States.  In  Hong  Kong  the  offices  of  the 
company  are  to  be  closed  and  the  lease  of  an  excep- 
tionally favorable  office  location  has  been  taken  over 
by  a  competing  Japanese  company. 

"The  loss  of  this  tonnage  amounts  to  about  224,000 
tons  of  actual  carrying  capacity  without  considering 
the  possible  expansion  of  which  it  is  capable,  reducing 
the  total  available  tonnage  across  the  Pacific  to  about 
half  what  it  has  been.  The  shortage  becomes  a  direct 
and  positive  menace '  to  all  American  trade  in  the 
"Pacific. 

In  the  ordinary  course  of  shipping  affairs  the  loss 
"of  one  company  in  such  a  trade  would  soon  be  made 
up  by  other  companies  placing  ships  on  the  run  and 
taking  up  the  business  offered.  Unfortunately  there 
is  little  or  no  relief  in  sight  in  the  present  instance,  for 
the  Japanese  Government  has  ordered  the  Japanese 
lines,  all  of  which  enjoy  substantial,  not  to  say  large, 
subsidies  from  the  Japanese  Government,  to  take  freight 
during  certain  months  from  Japanese  ports  only,  thus 
"serving  Japanese  industries  and  Japanese  shippers  in 
preference  to  other  shippers  in  the  Far  East  and,  of 
course,  without  any  reference  to  American  interests  in 
the  premises. 

The  only  expansion  probable  is  in  Japanese  lines, 
which  are,  in  fact,  making  every  effort  to  seize  the 
trade  of  this  American  company  as  it  relinquishes  its 
business. 

While  the  general  situation  is  bad  enough,  in  that 
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two  the  industrial  development  of  this  country  is  between 
the  devil  and  the  deep  sea. 

The  Chinese  Loan. 

The  present  administration  dealt  another  severe  blow  to 
our  foreign  trade  in  the  Far  East  when,  during  the  first 
days  of  the  Wilson  administration,  it  refused  to  allow  our 
American  bankers  to  participate  in  an  international  loan 
that  was  being  made  to  China.  Our  bankers  withdrew  at 
the  request  of  President  Wilson,  and  the  loan  was  made  by 
Europe.  In  making  it,  Europe  concluded  trade  arrange- 
ments with  China  by  which  very  little,  if  any,  of  the  actual 
money  of  the  loan  went  to  China,  for  goods  went  in  liquid- 
ation of  the  loan.  Of  course,  the  English,  French  and  Aus- 
trian merchants  who  furnished  these  goods  immediately 
opened  up  trade  relations  with  China  which  they  will  enjoy 
hereafter,  while  we  threw  away  that  golden  opportunity  for 
future  trade  with  China. 

The  Anglo-French  Loan  and  Trade  Extension. 

Only  a  week  or  two  ago  our  bankers  in  New  York  con- 
cluded a  $500,000,000  loan  with  England  and  France.  Our 
Government  again  failed  to  embrace  a  golden  opportunity 
for  industrial  preparedness,  for,  so  far  as  we  know,  it  took 
no  hand  whatever  in  these  loan  negotiations;  it  allowed 
the  bankers  to  go  on  and  make  them  without  any  regard 
whatever  for  the  opportunity  that  presented  itself  to  nego- 
tiate trade  arrangements  with  England.  Now  imagine  this 
country  in  war,  for  instance,  with  Japan  and  China  and 
our  going  to  England  and  France  for  a  $500,000,000  loan. 
Does  any  man  in  this  country  doubt  that  the  Erfglish  and 
French  Governments  would  immediately  sit  in  with  their 
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could  be  done  legally.  The  Cominission  could  not  answer 
any  of  these  questions,  for  the  simple  reason  that  neither 
it  nor  anyone  else  knows  what  the  Sherman  law  permits  or 
prohibits. 

Here  we  have  three  consecutive  administrations,  each 
having  an  entirely  different  view  of  what  the  Sherman  law 
means  and  how  business  cannot  be  done.  In  short, 
the  attempt  has  been  made  to  conduct  business  in  this 
country,  or,  rather,  not  to  conduct  it,  on  the  personal  opinion 
of  some  one  man  who  for  the  moment  happens  to  be  in 
a  position  of  great  executive  power. 

The  Need  of  a  Uniform  National  Incorporation  Law. 

Meanwhile,  none  of  the  evils  of  which  the  people  have 
been  complaining  in  the  organization  of  our  large  industrial 
companies  have  been  corrected.  Over-capitalization  has 
continued;  lack  of  publicity  has  continued,  with  no  effort 
to  correct  it.  Now  we  hear  that  a  new  steel  company  is 
to  be  organized;  that  a  half  dozen  men  have  gathered 
around  a  table  and  decided  that  the  capitalization  of  the 
new  company  is  to  be  many  millions  more  than  the  capi- 
talization of  the  component  companies ;  yet  there  is  no  law 
to  prevent  this.  These  gentlemen  can  go  to  some  one  of 
the  forty  odd  States — it  matters  not  which — and  somewhere 
find  a  law  that  will  enable  them  to  organize.  They  can  sell 
their  watered  stock  to  the  public  without  any  prospectus  or 
subsequent  method  of  accounting,  and  do  it  without  inter- 
ference. The  risk  they  will  take  will  be  that  five  or  seven 
or  ten  years  from  now  some  man  in  executive  authority  at 
Washington  may  decide  that  for  political  reasons  it  will  be 
a  good  thing  to  attack  this  new  company  and  try  to  put  it 
out  of  business.    We  are  told,  in  this  connection,  that  all 
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war.  I  have  only  endeavored  to  cite  some  important  and 
striking  ones.  Allow  me  to  urge  you  to  follow  the  question 
up  and  investigate  it  for  yourselves.  I  believe  that  if  you 
think  of  it  deeply  enough  and  earnestly  enough,  you 
will  agree  with  me  that  we  are  as  unprepared  for  peace  as 
for  war  and  that  it  is  the  duty  of  every  citizen  in  this  coun- 
try to  arouse  himself  to  the  seriousness  of  the  situation  and 
to  do  all  that  he  can  to  arouse  our  Government  at  Washing- 
ton and  to  make  it  take  at  least  some  intelligent  active 
interest  in  this  question,  and  do  it  now. 

Our  Government  is  at  last  aroused  to  the  fact  that  we 
are  unprepared  for  war.  It  is  engaging  from  the  ranks  of 
our  citizens  the  best  minds  in  the  country  to  advise  it  as  to 
how  to  prepare  a  war  defense.  It  is  contemplating  the 
expenditure  of  tens  of  millions  of  dollars.  Why  not  pursue 
a  similar  policy  in  preparing  for  our  industrial  future? 

The  New  Economic  Era  Calls  for  World  Vision. 

It  is  high  time  that  this  was  done.  When  this  war  is 
over  we  are  going  to  face  a  great  new  economic  era.  Only 
the  other  day  we  were  startled  to  find  that  a  new  discovery 
made  it  possible  for  a  human  voice  to  carry  from  Washing- 
ton to  Honolulu  without  even  the  use  of  a  wire.  We  are 
told  that  within  a  short  time  the  human  voice  can  in  this 
way  be  carried  around  the  globe.  This  is  such  a  startling 
proposition  as  to  stagger  the  imagination.  It  means  that 
the  world  has  been  drawn  into  one  close  compact  body.  I^ 
means  that  any  merchant  can  invade  any  other  merchants 
territory,  anywhere  in  the  world,  with  instant  communica- 
tion. It  means  that  not  only  county  lines  and  State  lines  are 
wiped  out,  but  that  international  lines  are  wiped  out,  indus- 
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trially  speaking;  that  whether  we  would  or  no  we  are  no 
longer  an  isolated  country. 

We  are  a  part  of  one  great  world-wide  federation;  and 
the  sooner  we  realize  this  fact  and  prepare  to  meet  it  the 
better  off  we  shall  be.  We  cannot  evade  the  new  on-coming 
conditions.  To  attempt  to  turn  back  to  small  units  of  busi- 
ness and  to  old  competitive  methods  is  futile,  and  every 
well-informed  man  knows  it.  The  failure  of  our  Govern- 
ment in  Washington  to  act  in  a  large  and  constructive  way 
on  this  whole  question  caimot  fail  to  arouse  great  apprehen- 
sion and  fear  for  our  industrial  future. 

Our  politicians  and  so-called  statesmen  have  given  most 
of  their  thought  to  local  questions,  local  issues,  and  what 
would  elect  them  to  office  and  bring  them  personal  aggrand- 
izement or  gain.  We  must  abandon  this  provincial  sort  of 
statesmanship.  We  must  have  men  who  will  take  a  world- 
wide view  of  affairs.  We  must  have  more  deep,  intelligent 
thought  and  study  of  not  only  our  problems  but  the  world's 
problems. 

In  the  New  Era  We  Must  Make  Democracy  Efficient. 

We  have  been  living  in  a  land  of  milk  and  honey,  where, 
during  the  last  half  century,  things  have  come  a  mighty 
sight  easier  than  in  countries  like  England,  France  and 
Germany.  Ours  has  been  a  new  and  undeveloped  country, 
with  a  matchless  climate,  rich  mines  and  fertile  soil  in 
abundance. 

A  people  that  could  not  have  got  on  pretty  well  during 
the  last  half  century,  under  the  conditions  under  which  we 
have  lived,  would  have  been  a  pretty  stupid  lot ;  hut  during 
the  next  half  century  we  must  face  two  new  conditions,  each 
of  the  utmost  importance: 

19 


First,  the  fact  that  we  nave  spread  throughout  our  coun- 
try and  opened  it  up.  We  have  skimmed  off  the  cream,  so 
to  speak.  There  is  no  more  new  land  to  be  taken  up.  Our 
mineral  resources  have  been  opened  up  and  are  fairly  well 
known.  We  are,  therefore,  facing  conditions  more  like 
those  under  which  England,  France  and  Germany  have  lived, 
where  frugality  and  efficiency  must  be  practiced  and 
studied. 

Second,  the  great  forces  of  inter-communication  have 
drawn  the  world  so  close  together  that  we  must  hereafter 
meet  in  sharp  conflict  the  competition  of  the  rest  of  the 
world.  To  do  this  we  must  know  what  the  rest  of  the  world 
is  doing — know  it  intelligently,  scientifically  and  thoroughly 
— and  be  prepared  to  meet  it. 

Easy  Wealth  Leads  to  Superficial  Methods. 

At  the  present  time,  our  thought  and  knowledge  on  these 
two  vast  and  all-important  questions  is  superficial  and  sadly 
lacking.  To  illustrate  what  I  mean,  let  me  tell  you  the 
following  story,  recited  to  me  only  a  few  weeks  ago  by  an 
American  merchant  just  back  from  Germany: 

One  evening  this  man  found  himself  seated  at  dinner 
next  to  one  of  the  officials  of  the  German  Governments 
agricultural  department.  My  American  friend  asked  the 
German  official  what  he  thought  of  our  country,  and  the 
German  said  he  thought  we  had  a  very  wonderful  country 
and  that  we  had  had  a  wonderful  period  of  prosperity,  but 
that  he  doubted  if  our  future  held  in  store  for  us  the  prosper- 
ity we  have  enjoyed  in  the  past.  My  friend  asked  him,  why; 
and  he  replied,  because  we  were  a  superficial  people,  did  not 
study  our  problems  earnestly  enough,  and  were  not  prepared 
for  the  world  struggle  in  industry  which  was  facing  every 
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be  settled  by  men  of  the  uune  type,  working  in  the  asme 
unselfish,  disinterested  way.  We  must  have  practical,  well- 
equipped  men,  who  will  go  to  our  Congress  and  to  our  great 
executive  offices  in  a  spirit  of  self-sacrifice  and  patriotism — 
men  who  believe  in  service  for  service's  sake.  You  men  here 
in  Indiana  and  similar  men  in  other  States  have  got  to  pause 
and  think  a  little  less  about  how  much  money  you  are 
making  and  a  little  more  about  what  kind  of  a  country  you 
are  making.    Will  you  not  do  it,  and  do  it  now? 


CO-OPERATION  FOR  THE  DEVELOPMENT  OF  LATIN- 
AMERICAN  TRADE. 

The  doors  of  opportunity  are  opening  for  .Mobile.  Within  less 
than  a  year  ships  will  be  passing  through  the  Panama  Canal.  Localities 
in  many  parts  of  the  United  States  are  expecting  to  derive  great  benefits 
from  this  shorter  waterway  to  the  west  coast  of  Central  and  South 
America  and  to  all  the  markets  of  the  Pacific  Ocean.  I  know  of  no 
city  the  expectations  of  which  with  respect  to  the  Canal  rest  on  a  firmer 
foundation  than  those  of  Mobile.  No  harbor  in  the  United  States  has  a 
more  favorable  geographical  relation  to  the  Canal  than  yours.  With 
your  rail  lines  to  the  North  and  branching  out  over  the  entire  South- 
eastern Section,  Mobile  is  a  logical  point  for  the  concentration  of  export 
business,  not  only  from  the  South,  but  from  the  entire  Mississippi 
Valley,  and  for  the  distribution  of  imports  over  the  same  vast  area. 

Trade  between  the  United  States  and  Latin-American  countries 
is  steadily  increasing.  A  large  share  of  that  trade  with  the  West  Indies 
and  Central  Ajwrica  is  now  moving  through  Mobile,  and  the  gratify- 
ing success  which  has  been  attained  by  direct  steamship  service  between 
Mobile  and  the  ports  of  Argentina  and  Uruguay  has  shown  what  can 
be  done  in  the  development  of  traffic  through  the  port  of  Mobile  between 
the  United  States  and  the  South  American  countries. 

If  the  people  of  the  South  are  to  reap  the  maximum  benefit  from 
their  favorable  geographical  relation  to  the  Latin-American  countries 
there  is  no  time  to  be  lost.  The  successful  construction  of  the  Panama 
Canal,  where  the  great  prestige  of  De  Lesseps  and  of  France  had  failed, 
is  directing  the  attention  of  the  Latin-American  republics  to  their  big 
sister  of  the  North  to  a  greater  extent  than  ever  before.  It  is  a  tre- 
mendous advertisement  of  the  constructive  genius  of  the  American 
people. 

Those  of  us  who  are  engaged  in  trade,  know  that  the  American 
people  construct  other  things  besides  canals,  and  that  it  is  the  other  things 
which  they  have  for  sale.  Our  commercial  instinct  should  not  then 
suffer  a  good  advertisement  to  be  confined  to  glory.  We,  who  live  in, 
and  work  for,  the  South,  can  follow  Uncle  Sam's  flag  through  the 
Canal   without  detriment  either  to  our  patriotism  or  our  pocketbooks. 


The  present  is  the  psychological  time  for  our  Southern  merchants  and 
manufacturers  and  for  the  people  of  our  Southern  ports  to  enter  upon 
a  practical  campaign  of  trade  expansion,  not  only  in  the  markets  that 
will  be  reached  through  the  new  w;aterway,  but  with  all  of  the  countries 
of  Central  and  South  America.  The  men  who  are  first  on  the  ground 
will  have  an  immense  advantage  over  those  who  wait  until  ships  are 
actually  passing  through  the  Canal  before  making  a  move.  Let  us  then 
take  advantage  of  our  geographical  opportunity,  and,  as  the  phrase  is, 
beat  the  Yankees  to  it.  We  have  in  the  past  given  them*  what  it  is  now 
the  fashion  to  term  **fair  competition,"  and  w^  should  not  now  forget 
that  our  fathers  taught  us  to  fight  intelligently  as  well  as  gallantly  for 
the  Southland. 

If  we  are  to  reap  the  greatest  benefits  from  the  Canal  and  from  the 
advantages  which  it  has  given  us  we  should  not  only  go  after  the  Latin- 
American  trade,  but  should  do  it  intelligently.  We  should  know  exactly 
what  the  markets  w&nt;  we  should  know  just  wliere  in  the  South  the 
goods  that  are  in  demand  can  be  obtained,  or  may  be  manufactured; 
we  should  know  just  what  each  South  American  country  has  to  sell 
which  we  in  the  South  can  use  economically,  and  we  should  then  seek 
to  develop  trade  in  both  directions  and  secure  its  movement  through 
our  Southern  ports. 

Unquestionably  the  best  way  for  a  manufacturing  concern  in  the 
South  to  build  up  an  export  business  to  the  Latin-American  coimtries 
is  by  sending  its  owai  representatives  to  those  countries.  Some  of  our 
farsighted  manufacturers  are  doing  this  now,  but  the  expense  of  such 
a  campaign  will  perhaps  deter  many  concerns  without  previous  experience 
in  foreign  markets  from  making  th#  effort  on  their  own  sole  account. 
I  believe,  therefore,  that  some  kind  of  co-operative  effort  will  produce  the 
best  results.  Because  I  believe  that  we  in  the  South  have  here  a  great 
opportunity,  and  because  the  companies  I  represent  are  dedicated  to  the 
service  of  the  Southern  people,  we  have  sought  how  w^  might  capitalize 
this  opportunity  and  I  venture,  as  a  result,  to  make  a  suggestion  which, 
after  consultation  with  experts  in  Latin- American  trade,  I  believe  to  be 
practicable. 

We  suggest  the  formation  of  a  co-operative  association  of  Southern 
commercial  organizations.  Southern  manufacturers,  Southern  merchants, 
and  Southern  railroads.  This  association  should  employ  a  highly  qu^I* 
ified  expert  with  broad  and  detailed  knowledge  of  the  mlarkets  of  the 
Latin-American  countries  and  of  the  products  of  those  countries.     He 


should  know  the  establishments  in  the  South  that  are  engaged  in  the 
manufacture  of  goods  that  the  Latin-American  people  want.  As  to 
the  lines  not  now:  manufactured  in  the  South,  he  should  know  where  they 
can  be  manufactured  in  the  South,  or  lacking  that,  where  in  the  United 
States  they  can  be  obtained  for  shipment  through  Southern  ports.  He 
should  know  the  people  in  the  South  and  in  the  territory  accessible 
through  Southern  ports  who  want  anything  which  is,  or  can  be,  pro- 
duced in  the  Latin-American  countries.  Then,  in  addition  to  sending  out 
circular  letters  as  to  trade  opportunities,  he  should,  by  personal  visits, 
acquaint  each  Southern  manufacturer  with  the  opportunities  that  exist  for 
his  particular  line  of  goods  and  should  advise  consumers  of  Latin- 
American  products  where  they  can  get  them  in  our  Southern  territory  and 
how  they  can  be  shipped  through  Southern  ports.  When 
a  Southern  manufacturer  is  found  who  wants  to  make  an 
effort  to  introduce  his  goods  in  some  particular  South  Ameri- 
can market  the  expert  should  put  him  into  relations  with  houses 
dealing  in  similar  goods  in  that  market,  should  translate  his  letters  and 
circulars  into  Spanish,  or  into  Portuguese  for  Brazil,  see  to  it  that  all 
dimensions  and  weights  are  stated  in  the  metric  system,  and  give  him  in- 
structions on  the  very  important  point  of  the  method  of  packing  desired 
for  that  particular  market.  This  expert  should  alternate  between  visiting 
manufacturers  and  merchants  in  our  Southern  States  and  visiting  the 
Latin-American  markets.  He  should  maintain  relations  with  the  diplo- 
matic  representatives  of  Latin-American  countries  in  the  United  States 
and  with  commercial  bodies  in  South  America  to  enable  him  to  obtain 
advance  information  relative  to  the  special  wants  of  the  markets  of  their 
countries,  as  to  prospective  governmental  or  private  purchases,  and  as 
to  the  letting  of  contracts  for  materials  or  construction. 

I  suggest  the  employment,  in  the  first  instance,  of  a  single  agent. 
It  would  be  necessary,  of  course,  for  him  to  have  clerical  assistance, 
and,'  as  the  work  developed,  he  would  doubtless  require  one  or  more 
men  with  something  of  his  own  qualifications  to  work  under  his  direction 
in  the  United  States  and  in  the  Latin-American  countries.  If  there  shall 
be  inaugurated  a  co-operative  organization  such  as  I  have  outlined  or  on 
somewhat  similar  lines,  the  office  of  which  shall  be  to  enable  our  Southern 
people  to  take  advantage  of  our  trade  opportunities  in  South  America, 
the  Southern  Railway  Company  and  its  associated  companies  will 
participate  in  it  and  contribute  their  fair  proportion  of  its  cost.  I  have 
the  assurance  of  the  Director  of  Consulates  in  the  United  States  De- 


partment  of  Slate  that,,  in  pursuance  of  the  policy  of  the  Department 
to  aid  in  building  up  foreign  trade,  the  consular  force  in  the  Latin- 
American  countries  will  co-operate  with  such  an  organization  and  that, 
upon  receipt  of  requests  from  prospective  ex|X)rters,  special  official  reports 
as  to  the  markets  for  specific  commodities  in  specific  localities  will  be 
forthcoming  from  consular  agents. 

In  anticipation  of  the  completion  of  the  Canal  and  of  the  demand 
for  information  relative  to  Latin- American  trade,  our  companies  have 
had  made  a  special  study  and  report  on  all  phases  of  this  subject.  A 
man,  who  is  perhaps  better  informed  than  any  other  in  the  United  States 
on  Latin-American  trade  in  all  its  details,  made  a  trip  from  Panama 
down  the  west  coast  of  South  America  to  Valparaiso,  across  to  Buenos 
Ay  res,  and  up  the  east  coast.  His  report,  which  has  recently  been  sub- 
mitted to  me,  is  full  of  valuable  suggestion  and  this  information  is 
freely  at  the  disposal  of  any  one  along  our  lines  who  is  in  any  way 
interested  in  the  subject. 

Whether  or  not  such  an  organization  as  I  have  proposed  shall  be 
perfected,  our  railway  organization  stands  ready  at  all  times  to  aid,  in 
every  way  that  we  reasonably  and  properly  can,  every  one  along  our 
lines  who  is  seeking  a  wider  market,  and  if  any  one  who  is  interested  in 
the  opportunities  for  marketing  any  particular  product  in  any  Latin-. 
American  market  will  write  to  me,  I  shall  be  glad  to  make  available 
to  him,  not  only  such  information  as  we  have  in  our  own  reports,  but 
such  additional  information  as  may  be  obtained  from  the  various  gov- 
ernment offices  in  Washington. 

Direct  and  regular  steamship  service  is  essential  to  the  largest  de- 
velopment of  ocean-borne  commerce.  Tramp  steamers  have  their  place 
where  occasional  full  cargoes  of  a  single  commodity  are  to  be  moved, 
but,  if  passenger  service  and  the  movement  of  miscellaneous  commodities 
is  to  be  developed  through  any  port,  regular  sailings  by  established  lines 
are  necessary.  You  have  seen  the  effects  of  such  service  since  the  estab- 
lishment of  your  line  to  the  River  Plate  ports.  The  development  of 
your  trade  with  the  west  coast  of  Central  and  South  America  and  with 
other  Pacific  ports  may  best  be  promoted  if  the  opening  of  the  Canal 
shall  be  followed  by  the  inauguration  of  direct  steamship  service.  This 
is  another  reason  why,  if  you  in  Mobile  are  to  reap  the  full  benefit  of 
the  Canal,  you  should  lose  no  time  in  perfecting  your  plans  and  getting 
them  under  way.  Steamship  owners  are  looking  out  for  business,  but 
they  can  not  be  expected  to  assume  the  risk  of  establishing  lines  without 
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some  assurance  of  regular  cargoes.  However,  business  through  the 
Canal  will  all  be  new;  you  will  stand  in  the  same  relation  toward  it  as 
all  other  ports  of  the  United  States,  with  the  advantage  of  being  nearer 
to  it  than  most  of  them.  If  the  Mobile  Chamber  of  Commerce  can  show 
a  reasonable  expectation  of  the  development  of  a  profitable  business,. 
I  believe  I  may  confidently  predict  that  you  will  have  little  difficulty  in 
securing  regular  service.  I  can  assure  you  that,  on  the  inauguration 
of  steamship  service  to  Latin-America  from  any  port  served  by  the 
Southern  Railway  Company  and  its  associated  companies,  our  freight 
traffic  organizations  will  do  all  in  their  power  to  secure  shipments  through 
that  port. 

The  development  of  Latin-American  trade  will  open  a  splendid  field 
for  the  young  men  of  the  South  and,  in  this  connection,  I  can  not  empha- 
size too  strongly  the  importance  of  training  men  especially  for  work  in 
that  field.  This  is  a  matter  that  I  believe  may  well  hmve  renewed  at- 
tention from  those  who  administer  the  educational  institutions  of  the 
South.  I  suggest  for  your  consideration  that  the  Chamber  of  Commerce 
of  Mobile  may  do  practical  and  helpful  work  in  this  matter  by  securing 
the  inauguration,  in  the  higher  grades  of  your  city  schools,  of  a  special 
course  to  fit  young  men  to  engage  in  business  with  South  America.  Such 
a  curriculum  will,  of  course,  include  the  study  of  the  Spanish  and 
Portuguese  languages,  the  history  of  the  Latin-American  countries  and 
their  commercial  geography.  Young  men  with  an  education  along  these 
lines  are  sure  to  find  broadening-opportunities  for  service  to  our  Southern 
country,  not  only  as  traveling  and  resident  representatives  of  Southern 
exporters  in  the  Latin- American  countries,  but  as  managers  of  the  export 
departments  of  Southern  concerns  which  may  enter  this  field. 

One  thing  which  I  believe  we  should  keep  constantly  in  mind  is  that, 
while  the  opening  of  the  Canal  and  the  turning  of  the  limelight  of  the 
world  upon  Central  and  South  America  is  going  to  stimulate  the  de- 
velopment of  those  countries  and  enlarge  their  trade,  we,  in  the  United 
Stales,  shall  have  to  fight  for  every  dollar's  worth  of  business  that  we 
get.  It  will  not  come  to  us  unsolicited.  I  am  confident,  however,  that, 
with  the  commercial  organizations,  the  manufacturers,  merchants,  and 
railroads  of  the  South  all  pulling  together  we  shall  succeed. 
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The  Illinois  Manufacturers'  Association  has  given  much  intelligent 
study  to  all  features  of  American  export  trade.  Its  members  are  devoting 
their  best  efforts  to  the  extension  of  closer  commercial  relations  between 
the  United  States  of  America  and  other  nations.  Its  foreign  trade  Com- 
mittee has  interested  itself  actively  in  trade  promotion,  and  as  a  com- 
mercial Association,  you  have  attained  an  important  position  in  the  econ- 
omic development  of  the  United  States. 

Successful  development  of  trade  requires  co-operation,  and  the  pro- 
gress of  the  world's  civilization  is  no  better  exemplified  than  in  the  in- 
creasing inter-communication  from  year  to  year  of  the  manufacturing 
with  the  consuming  and  producing  countries.  The  organization  and  work 
of  your  Association,  comprising,  as  it  does,  many  of  the  most  important 
industries  of  the  country,  is  an  assurance  of  what  may  be  accomplished 
by  collective  effort 

As  business  enterprise  is  one  of  the  most  productive  forms  of  devel- 
opment in  the  interest  of  a  country's  wealth  and  prosperity,  it  is  important. 
and  proper  that  our  Government  should  lend  itself  and  the  efforts  of  its 
representatives  at  home  and  abroad  to  the  assistance  and  support  of 
American  business  in  every  proper  phase  and  outlet.  In  the  development 
of  markets  and  in  acquiring  a  knowledge  of  conditions  which  would  aid 


American  manufacturers  in  securing  foreign  trade,  governmental  agencies 
have  rendered  material  and  valuable  assistance,  and  in  collecting  and 
disseminating  information,  and  their  efficiency  in  this  respect  is  constantly 
increasing. 

The  notable  speeches  and  plans  of  the  Secretary  of  Commerce,  Hon. 
Wm.  C.  Redfield,  respecting  the  Government's  efiforts  to  assist  our  foreign 
trade,  are  significant  of  the  attitude  of  our  Government  toward  the  foreign 
commerce  of  this  country,  which  has  grown  to  vast  proportions  during 
recent  years;  the  total  of  our  imports  and  exports  for  the  fiscal  year 
ending  June  dOth,  1913,  being  $4,278,862,383,  with  an  excess  of  exports 
over  imports  of  $652,905,915. 

The  fiscal  year  ending  June  30th,  1876,  showed  an  excess  of  exports 
over  imports  amounting  to  $79,643,481.  Since  that  time  up  to  the  present, 
with  the  exception  of  three  years,  1888,  1889,  and  1893,  our  exports  have 
shown  a  substantial  excess  over  our  imports;  the  highest  being  in  1908, 
when  the  excess  amounted  to  $666,431,554. 

The  value  of  exports  of  merchandise  from  the  United  States  to  all 
foreign  countries  for  the  twelve  months  ending  October  31st,  1913,  was 
$2,533,570,882,  showing  an  excess  of  exports  over  imports  to  the  amount 
of  $766,192,509.  The  corresponding  figures  for  the  twelve  months  ending 
October  31st,  1912,  were  $2,297,317,891,  showing  an  excess  of  exports 
over  imports  amounting  to  $519,598,954. 

The  remarkable  increase  in  the  total  figures  can  best  be  understood 
in  connection  with  the  significant  fact  that  the  proportion  of  manufactured 
products  to  the  raw  products  exported  is  growing  to  a  gratifying  degree. 

The  character  of  the  products  which  have  entered  into  the  vast  total 
of  our  exports  has  materially  changed  during  the  last  forty  years.  In 
the  earlier  periods,  our  exports  consisted  largely  of  foodstuffs  and  crude 
products,  but  during  later  years,  our  importance  as  a  manufacturing 
nation  has  been  increasing  to  such  an  extent  that,  out  of  total  domestic 
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exports  during  the  last  fiscal  year  amounting  to  $2,428,000,000,  our  ex- 
ports of  domestic  manufactures  amounted  to  $1,187,000,000,  or  almost 
49%  of  the  total. 

Although  our  foreign  commerce,  as  represented  by  the  totals  of  our 
imports  and  exports,  has  almost  quadrupled  during  the  last  forty  years, 
the  relative  increase  in  our  exports  of  manufactures  has  been  very  much 
greater. 

The  large  increase  in  the  wealth  of  the  country  through  the  excess 
of  exports  over  imports,  during  the  last  ten  years  at  least,  may  be 
attributed  to  the  enterprise  and  industry  of  our  manufacturers,  which  has 
enabled  them  not  only  to  maintain,  but  to  increase,  the  value  and  volume 
of  our  exports,  in  spite  of  a  steady  decline  in  the  quantity  and  value  of 
foodstuffs  and  raw  material,  which  prior  to  that  time  had  formed  the 
bulk  of  our  exports. 

Many  of  our  manufacturers  have  recognized  the  advantages  of 
foreign  markets,  and  have  been  engaged  for  many  years  in  building  up  an 
export  trade;  forming  special  organizations  for  the  study  and  develop- 
ment of  their  export  business,  and  the  advantages  which  have  accrued  to 
them  through  an  enlargement  of  their  markets,  have  amply  repaid  them 
for  their  efforts. 

European  manufacturers  have  been  engaged  for  many  years  in  the 
development  and  exploitation  of  foreign  markets,  and  our  manufacturers 
should  not  be  discouraged  if  their  progress  is  slow  in  the  beginning, 
since  an  export  business,  like  any  other,  cannot  be  built  up  in  a  day,  but 
requires  years  of  constant  effort  and  attention. 

Quality,  price,  delivery,  and  terms  of  payment  are  just  as  essential 
factors  in  export  as  they  are  in  domestic  business.  No  permanent  business 
in  the  world's  market  can  be  built  up  except  on  the  fundamental  principle 
of  fair  dealing,  and  it  therefore  follows  that  material  supplied  must  not 
only  be  suitable  to  the  markets,  but  of  the  highest  quality  commensurate 
with  the  price. 
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Confidence  is  the  foundation  of  all  business,  and  the  confidence  of 
people  with  whom  we  would  deal  in  other  countries,  must  be  won  with 
respect  to  the  integrity  of  dealings,  as  well  as  of  our  wares,  in  order  that 
we  may  obtain  a  portion  of  their  trade  from  competing  nations  who  have 
previously  acquired  it. 

Selling  of  goods  to  foreign  markets  requires  a  knowledge  of  the 
purpose  for  which  they  will  be  used  and  of  the  consumer.  The  process 
of  building  up  an  export  trade  is  beset  with  many  difficulties,  but  close 
attention  to  detail  and  an  intelligent  study  of  the  maiicets,  their  require- 
ments, and  their  peoples,  will  eventually  bring  success. 

Much  has  been  written  and  spoken  concerning  subsidies  for  steam- 
ship lines,  American  banks,  governmental  policies,  consular  efforts  and 
trade  reports,  all  of  which  are  important  collaterally,  but  of  little  avail 
unless  our  wares  can  be  produced  and  sold  in  competition  with  the  pro- 
ducers of  other  nations. 

England  has  a  foreign  trade  per  capita  of  $125,  Germany  $70,  and 
the  United  States,  $40.  To  European  countries,  export  trade  is  a  matter 
of  vital  importance,  and  in  view  of  the  ever-changing  economic  conditions 
which  are  taking  place  in  our  country,  it  is  evident  that  a  large  export 
trade  is,  of  necessity,  bound  up  with  its  future  prosperity.  The  United 
States  must  take  her  place  even  to  a  larger  extent  than  heretofore  among 
the  world's  nations  as  a  factor  in  international  trade. 

The  progress  of  American  manufacturers  in  export  trade  is  en- 
couraging, and  has  been  made  in  the  face  of  many  seemingly  insurmount- 
able difficulties.  The  development  of  the  vast  natural  resources  of  this 
country  has  heretofore  taxed  the  ingenuity  and  resourcefulness  of  our 

manufacturers  in  supplying  the  requirements  of  the  home  market  The 
great  strides  which  we  have  made  as  a  manufacturing  nation,  are  causing 

us  to  look  beyond  our  borders  to  find  markets  for  our  surplus  manufac- 
tures, just  as  we  found  such  markets  in  former  years  for  our  surplus 
foodstuffs  and  crude  materials.  In  the  future,  our  exports  will  largely 
consist  of  the  products  of  factory  and  mill  labor. 
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The  advantage  of  immediate  profit,  or  occasionally  some  loss  in  the 
sale  of  manufactured  goods,  should  not  be  the  controlling  factor  in  the 
pioneer  work  in  the  earlier  stages  of  development  and  organization. 
Establishing  relations  with  customers,  which  result  in  continuity  of  trade 
and  the  ultimate  placing  of  the  business  on  a  sound  and  profitable  basis, 
is  the  essential  element  to  be  considered  in  building  for  the  future,  and 
it  can  be  done  with  intelligent  and  far-seeing  effort. 

Commerce  is  an  exchange  of  one  product  for  another.  If  we  can 
make  goods  cheaper  or  better  than  our  competitors,  we  will  obtain  the 
trade.  If  our  goods  cost  more,  or  are  inferior,  we  will  make  little 
progress. 

There  is  a  popular  misconception  that  the  paramount  factors  in  the 
export  trade  of  foreign  countries  are  due  to  their  financial  ramifications 
and  shipping  facilities;  but  the  striking  annual  increase  of  our  country's 
trade  with  foreign  nations  reflects  the  results  of  adapting  our  products 
to  the  requirements  of  oversea  markets,  of  painstaking  effort,  and  enter- 
prise in  competing  with  older  manufacturing  countries ;  of  the  knowledge 
our  banking  and  manufacturing  institutions  are  acquiring  with  respect  to 
foreign  opportunities ;  of  the  assistance  that  is  being  given  by  the  Govern- 
ment and  its  consular  representatives;  of  the  increased  efficiency  of  the 
productive  establishments  of  this  country,  and  the  capacity  of  their  offi- 
cials for  organization  and  commercial  development 

The  difficulties  in  conducting  an  export  business  are  not  insuperable, 
but  it  is  essential  to  adapt  ourselves  to  foreign  trade  customs;  their  pre- 
vailing systems  of  weights  and  measures;  selling  at  prices  and  in  the 
currency  to  which  the  buyer  is  accustomed ;  furnishing  the  goods  that  the 
buyers  require,  or  educating  them  to  a  superior  quality;  packing  and 
shipping  in  accordance  with  their  instructions,  to  meet  the  special  re- 
quirements of  transportation,  even  though  it  involves  radical  departure 
from  our  customary  methods. 

The  American  manufacturer  will  continue  to  concentrate  his  efforts 
on  process,  cost  of  production,  and  adaptability  of  manufacturing  to  the 
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requirements  of  the  markets,  as  well  as  to  the  offering  of  wares  of 
peculiarly  American  origin  and  ingenuity.  By  their  use  of  special  ma- 
chinery, their  extraordinary  facility  of  invention,  experiment  and  im- 
provements, American  manufacturers  are  participating  to  a  larger  extent 
in  the  area  of  expansion  in  foreign  commerce. 

The  large  increase  during  recent  years  in  the  exports  of  manufac- 
tures reflects  this  adaptability  and  enterprise,  and  the  equally  large  de- 
creases in  the  exports  of  raw  and  semi-finished  materials  forshadow  the 
desirability  of  continued  effort  along  the  line  of  manufactured  exports,  if 
we  would  continue  to  hold  the  theoretically  favorable  balance  of  trade. 

This  amounted  in  the  fiscal  year  ended  June  30th,  1913,  to  $653,- 
000,000,  our  total  exports  of  domestic  merchandise  being  $2,428,500,000, 
of  which  crude  foodstuffs  amounted  to  but  7}4%;  foodstuffs,  wholly  or 
partially  manufactured,  about  13% ;  and  manufactured  goods  $1,187,000,- 
000,  or  about  49% ;  cotton  and  other  crude  materials  for  use  in  manu- 
facturing making  up  the  remainder. 

It  might  be  of  interest  to  mention  a  few  of  the  items  constituting 
this  1,187  million  dollars  of  exports  of  domestic  manufactures: 

Agricultural  Implements    $  40,572,352 

Cars,  Carriages,  and  other  vehicles  and  parts  of. .  54,585,888 

Chemicals,  drugs,  dyes,  etc 26,574,519 

Copper,  manufactures  of 140,164,913 

Cotton  Manufactures 53,743,977 

Explosives   5,267,566 

Fibres,  Vegetables,  manufactures  of 10,963,946 

India  Rubber,  manufactures  of 14,324,894 

Iron  and  Steel  Manufactures 304,605,797 

Leather  and  manufactures  of 63,893,351 

Naval  Stores 26,471,292 

Oils,  refined  mineral  126,666,995 

Paints,  Pigments  and  Colors 7,681,938 

Paper  and  manufactures  of 21,779,303 

Paraffine  and  Parafiine  Wax 9,679^73 
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Soap 4,629,567 

Wood  Manufactures  111,253,125 

Miscellaneous 161,141,764 

The  fact  that  exports  for  the  last  fiscal  year  exceeded  by  258  million 
dollars  in  value  exports  for  the  preceding  year,  would  seem  to  contradict 
the  statements  of  those  who  would  belittle  the  position  of  American 
manufacturers  in  obtaining  footholds  in  markets  where  the  older  manu- 
facturing nations  have  been  well  entrenched  for  decades. 

For  example,  it  has  been  stated  that  the  exports  of  crude  steel  and 
iron  products  from  the  United  States  increased  only  from  1,154,000  to 
1,533,000,  or  33%,  from  1901  to  1910;  while  Great  Britain's  had  increased 
43%  and  Germany's  480% :  also  that  America  was  steadily  losing  prestige 
in  the  world's  steel  market. 

As  a  matter  of  fact,  Germany's  exports  during  the  period  mentioned 
increased  215%,  instead  of  480%,  while  the  export  of  tonnage  classes  of 
iron  and  steel  from  the  United  States  has  increased  from  326,590  tons  in 
1903,  to  2,947,596  tons  in  1912,  an  increase  of  900%. 

The  total  value  of  exports  of  iron  and  steel  increased  from  99  million 
dollars  in  1903  to  304  million  dollars  in  1912.  The  year  1903  is  selected 
for  comparison  for  the  reason  that  it  was  only  in  1904  that  American 
iron  and  steel  manufacturers  conunenced  a  systematic  and  concentrated 
development  of  foreign  trade,  efforts  prior  to  that  period  having  been 
of  a  sporadic  character,  contingent  largely  upon  the  existence  or  absence 
of  sufficient  domestic  demand. 

Comparisons  that  have  been  made  with  the  exports  of  iron  and  steel 
for  1910  from  the  United  States  with  the  year  1900  are  misleading,  the 
latter  being  a  year  when  export  business  was  artificially  stimulated  by  the 
acute  necessity  of  American  manufacturers  for  export  business,  and 
large  quantities  of  both  finished  and  semi-finished  materials  were  sold  in 
foreign  markets  at  prices  which,  generally  speaking,  were  unremunerative. 
The  326,000  tons  exported  in  1903  were  valued  at  $20,452,000,  whereas, 
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the  1,154,000  tons  exported  in  1900,  i.  e.,  over  three  times  the  quantity, 
were  but  twice  the  value,  i.  e.  $42,518,000. 

In  considering  the  comparative  value  of  the  export  steel  business  of 
the  various  manufacturing  countries  of  the  world,  it  is  evident  that  aside 
from  the  standpoint  of  conservation  and  pecuniary  results,  business  which 
is  of  the  most  highly  finished  character  is  more  important  than  that  which 
is  based  on  exporting  the  cruder  materials. 

The  exports  of  steel  products  of  the  United  States  Steel  G)rporatioa 
increased  from  approximately  291,000  tons  in  1901,  the  year  of  its  forma- 
tion, to  2,280,778  tons  in  1912 — ^an  increase  of  approximately  700%. 
This  is  mentioned  since  it  has  been  claimed  by  some  that  there  is  an 
inaptitude  on  the  part  of  large  Corporations  in  the  direction  of  efficiency 
and  in  the  increasing  of  exports.  The  result  referred  to  is  a  concrete 
illustration  of  the  possibilities  of  developing  foreign  business  through 
integrated  organization. 

As  illustrative  of  the  progress  of  the  trade  of  the  world  in  Iron  and 
Steel  products  in  the  last  five  years,  the  following  statistics  of  the  total 
iron  and  steel  exports  of  the  United  States,  Great  Britain  and  Germany, 
show  the  increase  in  the  past  five  years  in  gross  tons : 


United  States 

Great  Britain 

Germany 

1908 

964,242 

4,299,508 

8,676,888 

1909 

1.239,709 

4,380,665 

3,979,839 

1910 

1,537.952 

4,735,734 

4,791,699 

1911 

2.187,725 

4,664,772 

6,292.326 

1912 

2,947,596 

4,628,000 

6,856,000 

%  increase  1912  over  1908—205% 


8% 


69% 


While  it  has  been  generally  conceded  that  export  business  is  de- 
sirable and  necessary  to  supplement  domestic  trade,  some  economists 
have  insisted  that  such  business  should  not  be  accepted  at  less  than  the 
domestic  prices.  No  explanation,  however,  is  offered  as  to  the  method  of 
obtaining  export  business  except  at  prices  competitive  with  those  of 

8 


foreign  manufacturers.  It  is  unnecessary  to  argue  with  any  one  who  has 
a  knowledge  of  the  world's  export  trade,  that  American  materials  cannot 
be  sold  in  foreign  markets  at  other  than  competitive  prices  for  like  quality. 

Despite  initial  preference  for  well-known  foreign  goods;  the  long- 
established  brands,  types,  styles  or  kinds  of  foreign  materials;  despite 
close  affiliations  of  foreign  manufacturers  antagonistic  to  new  competitors 
in  the  field ;  despite  foreign  investments  inducing  preference  for  materials 
of  the  countries  supplying  the  money;  despite  more  extensive  steamship 
facilities  to  the  outports  of  the  world  to  which  our  trade  is  not  yet 
sufficient  to  obtain  similar  facilities;  despite  preferential  duties  accorded 
generally  by  the  Colonies  of  European  countries  to  their  Mother  countries ; 
and  despite  lower  costs  of  production,  due  to  lower  wage  scales,  American 
manufacturers  have  achieved  noteworthy  results  in  the  upbuilding  of 
their  foreign  trade. 

For  many  years,  a  large  number  of  American  manufacturers  have 
persistently  contended  against  these  obstacles,  cultivating  the  buyers  in 
the  importing  countries,  until  to-day  their  products  have  been  introduced 
by  thousands,  the  quality  of  American  goods  recognized,  and  business 
secured  on  competitive  lines  without  concessions  in  price  from  those  of 
older  competitors. 

The  foreign  field  is  open  to  any  one  who  wishes  to  engage  in  it,  and 
success  is  practically  assured  to  those  who  give  sufficient  time  and  effort 
and  who  are  willing  patiently  and  energetically  to  combat  the  obstacles 
which  in  fact  are,  perhaps,  no  more  serious  than  in  other  lines  of  endeavor. 

It  is,  of  course,  necessary  or  desirable  in  the  case  of  those  attempting 
to  export  a  few  commodities,  not  of  sufficient  value  to  justify  opening 
foreign  offices,  or  sending  special  representatives  abroad,  to  deal  through 
competent  and  efficient  merchant  houses  who  have  made  a  specialty  of 
the  export  trade  for  many  years.  It  is  possible  for  these  firms  to  build 
up  a  satisfactory  and  remunerative  export  trade  if  they  employ  experts 
familiar  with  the  languages,  customs  and  requirements  of  the  markets 
to  which  they  sell ;  and  under  usual  conditions,  assuming  that  reasonable 
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commission  charges  will  be  made»  and  the  firm  is  thoroughly  reliable, 
energetic  and  fully  conversant  with  the  special  requirements  of  foreign 
markets,  provided  the  work  of  the  intermediary  merchant  is  facilitated 
and  augmented  in  every  practical  way  by  the  expert  knowledge  and  special 
information  of  the  manufacturer. 

The  large  industries  in  our  country  have  for  many  years  been  build- 
ing up  their  trade  in  foreign  markets  in  an  energetic  manner  along  intel- 
ligent lines,  and  may  be  said  to  be  the  advance  agents  of  American  trade 
in  all  parts  of  the  world.  Smaller  producers  are  reaping  the  advantage 
of  this  pioneer  work  through  the  better  acquaintance  of  foreign  con- 
sumers with  American  products  and  methods,  and,  speaking  of  the  Iron 
and  Steel  Industry,  the  growth  of  its  exports  has  been  an  increasing 
factor  in  the  development  of  the  trade  of  many  collateral  products. 

The  larger  exporting  interests  consider  that  any  increase,  or  ex- 
pansion, of  our  foreign  trade  is  a  common  growth  and  a  conmion  prosn 
perity,  irrespective  of  the  class  of  goods,  the  size  of  the  industry,  the 
locality  from  which  the  business  originates,  or  the  port  of  clearance  from 
which  the  products  are  shipped. 

The  expansion  of  export  trade  on  the  part  of  European  countries 
has  largely  been  due  to  the  co-operation  between  the  various  commercial 
organizations  for  the  promotion  of  trade  relations  with  individual  coun- 
tries, the  development  of  commercial  organizations  in  Germany  has  done 
much  to  mold  the  economic  position  of  that  country.  Over  six  hundred 
National  Commercial  organizations,  with  five  thousand  auxiliary  branches, 
indicate  the  scope  and  activity  which  such  a  multiplicity  of  ramifications 
bear  to  the  results  obtained  by  concentrated  effort. 

In  the  export  field,  three  of  the  parent  organizations,  with  a  mem- 
bership of  over  30,000  firms,  exert  their  combined  influence  in  fostering 
the  export  trade  of  Germany.  What  is  true  of  Germany  in  this  respect 
is  also  true  of  England,  France,  Belgium,  Austro-Hungaxy,  and  other 
European  nations. 
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There  is  a  wide-spread  belief  in  this  country  that  Germany  owes  her 
position  in  exports  to  Governmental  aid.  This  is  only  partially  the  case. 
It  is  the  co-operation  between  the  Government  and  her  commercial  or- 
ganizations that  counts  in  furthering  the  interests  of  the  German  Empire 
in  the  world's  markets. 

The  Department  of  Commerce,  through  the  Bureau  of  Corporations, 
purposes  to  undertake  a  study  of  the  question  of  the  economical  efficiency 
of  the  large  business  organizations  of  the  country,  to  ascertain  among 
other  things,  to  what  extent  their  facilities  have  enabled  them  to  make 
scientific  inquiry  into  refined  methods  not  possible  to  small  business. 

In  this  study,  it  will  no  doubt  be  found  that  the  large  companies  are 
taking  advantage  of  every  opportunity  to  reduce  costs  of  manufacture 
without  reducing  wages,  and  are  improving  their  plants  and  processes  to 
an  extent  enabling  them  to  compete  in  the  markets  of  the  world,  and 
maintain  their  position  as  exporters  on  a  large  scale,  promoting  the  com- 
mercial interests  of  the  United  States  in  foreign  countries  through  the 
influence  of  their  large  shipments,  and  through  extension  of  the  knowl- 
edge and  experience  with  American  manufactured  products  throughout 
the  world ;  and  by  creating  an  exchange  of  values  which  is  reflected  in  a 
favorable  balance  of  trade  involving  hundreds  of  millions  of  dollars. 

This  research  will  no  doubt  demonstrate  the  utility  of  export  trade 
in  maintaining  activity  in  American  plants  and  mills;  not  only  in  times 
of  depression,  but  in  times  of  prosperity,  as  it  has  been  clearly  demon- 
strated that  export  trade,  to  be  of  value,  must  be  continuous  and  not 
intermittent  or  occasional. 

These  plans  of  the  Government  are  not  only  of  intense  interest  to  all 
American  manufacturers  from  the  practical  standpoint,  but  particularly 
indicating  the  Government's  interest  in  the  business  community,  and  their 
desire  to  co-operate  with  American  business  men,  and  foster  and  en- 
courage their  labors  at  home  and  abroad. 

There  is  no  more  important  work  that  the  Government  could  under- 
take, and  every  American  manufacturer  will  support  the  efforts  of  the 
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Secretary  of  Commerce  and  the  Bureau  of  Corporations,  and  every  other 
Department  of  the  Government  that  is  concerned  (as  they  must  all  be 
concerned)  with  the  interests  of  the  American  manufacturer,  not  only 
because  of  self-interest,  but  from  patriotic  motives. 

While  our  chief  foreign  competitors  are  England,  Germany,  Belgium 
and  France,  Russia,  Austro-Hungary  and  Italy,  all  of  whom  are  largely 
dependent  on  their  foreign  trade,  there  are  a  number  of  other  countries 
whose  manufactures,  as  well  as  food  products,  are  constantly  gaining  in 
volume  of  exports.  In  addition  to  the  older  manufacturing  countries, 
the  remarkable  ingenuity  and  adaptability  of  the  Japanese  and  the  enorm- 
ous population  and  latent  possibilities  of  China,  must  be  reckoned  with 
in  considering  the  future  struggle  for  the  trade  of  the  world. 

In  the  products  manufactured  by  Japan,  actual  competition  with  her 
in  Asiatic  markets,  on  which  her  ambition  is  particularly  concentrated, 
enables  one  to  realize  the  extent  of  her  activities.  Japan,  aside  from 
shipping  one-third  of  her  exports  to  the  United  States,  now  dominates 
the  trade  of  China  in  piece  goods  which  formerly  were  largely  obtained 
from  Great  Britain  and  America.  Formerly,  Japan  exported  raw  ma- 
terials, which  they  now  buy  and  export  in  the  form  of  manufactured 
goods,  and  are  rapidly  becoming  like  Russia — ^an  increasing  factor  in  the 
business  economics  of  the  world;  Japan's  exports  having  increased  from 
$200,000,000  in  1908  to  $263,000,009  in  1912. 

In  the  study,  therefore  of  the  world's  markets,  it  is  necessary  to 
consider  from  what  countries  the  competition  is  predominant,  as,  for 
example, — the  difficulty  in  selling  American  materials  delivered  at  Black 
Sea  ports  in  competition  with  plants  located  or  contiguous  to  the  Danube. 
In  all  cases,  account  must  be  taken,  not  only  of  the  fundamental  question 
of  similar  materials  being  made  by  domestic  manufacturers  in  foreign 
countries  at  a  lower  labor  cost,  but  their  proximity  to  the  markets  in 
which  they  are  selling,  resulting  in  lower  cost  of  delivery. 

With  respect  to  the  question  of  shipping,  trade  follows  the  freight 
rate,  and  it  must  be  apparent  that  without  shipping  facilities  and  reason- 
able freight  rates  to  most  markets,  we  could  not  have  obtained  the  not 
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inconsiderable  position  which  this  country  at  present  occupies  in  foreign 
markets.  When  these  facilities  have  been  insufEcient,  or  the  freight  rates 
exhorbitant,  it  has  usually  happened  that  there  have  been  found  those 
who  are  sufficiently  venturesome  to  establish  new  and  competing  steam- 
ship lines,  to  charter  steamers,  and  otherwise  encourage  the  movement 
of  freight  to  any  quarter  of  the  globe. 

We  have  been  told  for  many  years  that  careless  packing  and  inatten- 
tion to  buyers'  requirements,  (stodk  arguments  of  those  who  have  made  a 
casual  study  of  foreign  markets)  are  militating  against  American  success. 
It  needs  only  reference  to  the  statistics  of  the  increase  of  our  export 
trade  during  recent  years,  to  refute  the  idea  that  seems  to  be  prevailing 
that  American  manufacturers  are  lacking  in  sense,  carefulness,  and 
ability  in  these  matters,  whatever  may  have  been  the  record  in  occasional 
cases  years  ago. 

Those  who  are  interested  in  pursuing  this  subject,  might  well  devote 
some  attention  to  the  Appraisers'  Stores  at  any  of  our  American  ports 
where  foreign  goods  are  received,  and  observe  the  condition  of  their 
packing,  and  then  make  comparison  with  statements  regarding  the  condi- 
tion in  which  American  goods  arrive  in  foreign  ports.  Exporters  in  all 
countries  know  the  necessity  of  following  instructions,  and  where  un- 
usual packing  is  required,  the  difference  in  cost  is  added  to  the  price  of 
the  goods. 

Further  reflection  on  the  subject  of  the  possibility  of  export  trade 
naturally  lead  to  consideration  of  the  effect  of  the  Panama  Canal.  The 
completion  of  the  Canal  is  one  of  the  great  engineering  achievements  of 
the  world,  and  aside  from  its  commercial  possibilities,  it  is  a  National 
necessity.  Opening  the  water-way  through  the  Isthmus  will  shorten  the 
distance  from  New  York  to  San  Francisco  from  13,397  miles,  by  way  of 
Cape  Horn,  to  5,208  miles,  with  a  corresponding  diminution  in  time  and 
cost  of  the  voyage. 

The  effect  on  the  commerce  of  the  world  will  be  important,  and 
much  study  has  already  been  given  to  the  changes  consequent  upon  the 
shortening  of  the  voyages  of  steamers  to  a  large  number  of  ports.  One 
result  not  frequently  mentioned  is  that,  unless  there  is  a  remarkable 
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increase  in  the  consumption  of  materials  throughout  the  countries  reached 
by  way  of  the  Canal,  there  must  be,  at  least  for  a  period,  a  readjustment 
in  the  number  of  vessels  required,  comparable  to  the  lessened  duration  of 
the  voyages. 

Whether  this  will  mean  an  increased  supply  of  steamers  available  to 
shippers,  and  a  consequent  reduction  in  freight  rates  cannot  be  safely 
predicted,  as  it  must  depend  upon  the  volume  of  commerce  after  the 
Canal  is  opened,  but  it  must  not  be  overlooked  that,  while  the  length  of 
the  voyage  from  American  ports  to  the  West  Coast  of  South  America, 
Australia,  China,  Japan,  etc.,  and  the  Pacific  Coast  of  the  United  States, 
will  be  materially  lessened,  there  will  be  an  equivalent  lessening  of  time 
in  most  cases  from  foreign  ports  to  the  same  destinations. 

The  arteries  of  ocean  commerce  will  imdergo  an  important  change, 
and  American  manufacturers  should  study  closely  the  questions  of  facili- 
ties through  the  lessened  time  of  communication  to  the  West  Coast  of 
South  America  and  other  markets,  as  affecting  the  exports  of  their  par- 
ticular products.  It  should  be  borne  in  mind  that  trade  has  to  grow, 
and  while  the  opening  of  the  Canal  will  facilitate  shipping,  it  will  not  of 
itself  create  at  the  outset  new  trade  which  must  grow  with  the  increase  of 
population  and  its  needs.  Optimism  concerning  its  facilities  will  arouse 
greater  economic  efforts  on  the  part  of  countries  adjacent  to  it. 

Naturally,  our  geographical  position  points  to  the  vast  country  lying 
to  the  South  of  us  as  one  of  the  principal  markets  from  which  we  should 
secure  a  portion  of  the  trade  commensurate  with  our  position  as  one  of 
the  foremost  producing  nations,  especially  as  these  countries  sell  to  us 
nearly  twice  as  much  as  they  buy  from  us.  The  possibilities  of  consump- 
tion of  American  products  in  these  and  neighboring  markets  has  long 
been  realized  by  our  statesmen,  as  well  as  the  leaders  in  the  economic 
and  commercial  enterprises  of  our  country. 

It  is  a  fallacy  to  believe  that  South  America,  or  any  of  the  civilized 
markets  of  the  world,  prefers  cheap  goods.  With  proper  exploitation, 
demonstration  of  quality  will  win  in  the  end  against  material  that  is  solely 
attractive  from  the  standpoint  of  price.  A  delusion  has  existed  that  the 
trade  of  the  United  States  with  foreign  countries  is  carried  on  within 
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narrow  limits;  that  we  will  not  extend  credits,  and,  in  consequence,  a 
large  volume  of  trade  goes  to  Europe  which  would  come  here,  were  we 
to  grant  credits  of  six  to  nine  months. 

In  the  great  majority  of  cases,  such  credits  are  granted  against  ac- 
ceptance of  drafts  with  interest  added  for  the  accommodation,  but  prob- 
ably the  bulk  of  business  of  the  best  buyers  is  done  against  bank  credits 
or  cash  against  shipping  documents.  Where  there  is  a  substantial  basis 
for  credit,  American  manufacturers  will  not  be  found  lacking  in  devising 
means  to  grant  reasonable  and  proper  accommodation.  It  will  be  in- 
variably found  that  where  extended  credits  are  given,  the  seller  charges 
an  increased  price,  and  buyers  do  not  benefit  to  the  extent  which  reason- 
ably prompt  payment  entitles  them  to. 

American  manufacturers  have  been  criticized  for  indifference  to  the 
need  of  credit  on  the  part  of  their  foreign  customers,  and  their  alleged 
lack  of  liberality  contrasted  with  the  more  accommodating  attitude  of 
their  European  competitors.  There  is  no  indiscriminate  granting  of  long 
credits  to  foreign  buyers  on  the  part  of  British,  German,  or  other  foreign 
exporters,  and  an  experience  extending  over  many  years  in  competition 
with  the  world's  producers,  has  failed  to  reveal  that  they  are  more  willing 
or  better  prepared  to  grant  long  terms  of  credit  to  oversea  buyers,  than 
American  manufacturers. 

With  regard  to  banking  facilities,  our  manufacturers  experience  no 
difikulty  in  selling  their  drafts  against  shipments  to  any  quarter  of  the 
globe.  American  bankers  appear  ready  and  willing  to  perform  this 
service  for  as  small  a  commission  as  foreign  bankers. 

Banks  are  institutions  that  follow  trade,  and  eventually  American 
bankers  will  establish  American  banks  abroad,  just  as  European  banks 
have  established  branches,  not  for  the  mere  purpose  of  buying  and  selling 
drafts,  but  for  the  purpose  largely  of  participating  in  the  development 
of  the  country  in  which  they  locate.  The  early  history  of  German  banks 
in  Latin  America  and  the  Far  East  was  one  of  continued  failure.    It 
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was  only  after  they  had  solved  the  problem  of  doing  a  banking  business 
in  the  country  where  they  were  established,  rather  than  as  merely  acting 
as  mediators  of  German  trade,  and  began  to  finance  industrial  enterprisesi 
railway  construction,  etc.,  in  the  land  of  their  adoption,  that  they  com- 
menced to  do  a  large  business. 

Speaking  to  men  interested  in  manufactures  and  exports,  it  might 
be  said  that,  as  long  as  we  have  adequate  facilities  for  discounting  our 
drafts  and  elasticity  in  the  acceptance  of  sound  commercial  paper,  we  may 
safely  leave  to  the  bankers  the  creation  of  American  banks  abroad,  when 
they  consider  the  time  has  arrived  to  establish  banks  for  the  transaction 
of  American  business  in  foreign  countries. 

The  Illinois  Manufacturers'  Association  will  be  performing  a  great 
work  in  the  advancement  of  trade,  peace  and  civilization,  in  promoting 
the  interests  of  its  manufacturers  sedcing  export  trade;  for  the  good-will 
established  by  better  acquaintance  with  foreign  customers  and  satisfactory 
methods  of  dealing,  must  redound  not  only  to  the  benefit  of  the  indi- 
viduals and  firms  interested,  but  to  the  prestige  of  the  whole  country. 

The  commercial  world  is  watching  our  consular  service  and  the 
efforts  of  our  Government  to  keep  this  most  important  branch  of  our 
foreign  representation  on  a  merit  and  business  basis.  They  will  not  forget 
that  this  service  remains  the  one  organized  expression  of  our  country  in 
the  stupendous  economic  contests  which  are  now  engaging  the  nations 
of  the  world  in  competition.  The  commercial  interests  of  the  United 
States  should  support  and  fortify  in  every  possible  manner  the  splendid 
work  of  the  Secretary  of  Commerce,  and  other  departments  of  the  Gov- 
enrment,  in  their  efforts  to  maintain  and  improve  this  branch  of  our 
Government  service. 

In  the  struggle  for  the  trade  of  the  world,  the  United  States  will 
occupy  the  place  for  which  the  bountiful  resources  of  nature  and  the 
efficiency  of  the  people  have  equipped  her.  The  intelligence,  enterprise, 
and  co-operation  of  the  people  and  Government  will  be  applied  to  main- 
tain and  strengthen  her  position. 
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Just  as  in  Alaska  natives  set  up  totem  poles  and  worship 
spirits,  and  as  in  the  Philippines  the  nipa  huts  are  tightly 
closed  to  keep  out  the  night-flying  demons,  so  most  American 
manufacturers  have  l>elonged  to  a  sort,  of  industrial  Shut-in 
Rociety  devoted  largely  to  a  cult  of  fears  of  things  that  are  not 
so.  Meanwhile,  dreading  the  phantoms  without,  they  have  nur- 
tured demons  witliin.  They  have  adopted  and  cultivated  a 
mental- attitude  that  has  sterilized  all  initiative,  and  the  fear  of 
the  ghosts  that  do  not  exist  has  deprived  them  of  the  vision  to 
see  and  deal  with  the  real  demons  who  injure  them. 

*'  Two  among  the  ghosts  loom  large  in  our  industrial  horizons. 
The  first  of  these  is  called  Rate  of  Wages.  Dire  evils  are  laid 
to  his  charge.  Books  have  been  written  about  him,  and  he  has 
filled  the  mouths  of  orators  in  many  places  and  through  many 
years.  What  he  has  done  to  hold  back  our  poor  American  in- 
dustries has  been  vividly  told.  He  is  pictured  In  part  as  a 
handicap  upon  domestic  trade,  as  part  of  the  high  cost  of  living, 
as  the  foe  of  exi)ort  business,  as  a  general  and  serious  disturber, 
and  to  him  is  charged  both  the  excessive  cost  of  what  wo  bu3' 
at  home  and  of  what  some  of  us  do  not  sell  abroad. 

"  A  second  ghost  is  called  Cost  of  Production,  Most  of  us 
know  very  little  about  this  ghost,  but  we  talk  of  him  volubly  and 
tell  how  bad  he  Is  and  how  lie  Is  related  by  blood  and  behavior 
to  the  first  ghost  I  have  named.  Men  say  how  hard  they  have 
striven  to  control  the  influences  of  this  evil  spirit,  and  declare 
that  only  protection  from  some  source  stronger  than  themselves 
will  keep  them  from  serious  injury  at  the  hands  of  these  phan- 
toms. For  phantoms  both  these  ghosts  are.  Their  dreadful 
names  have  hung  like  shadows  over  many  a  shop,  but  men  who 
have  faced  them  boldly  have  found  they  are  not  what  they  are 
thought  to  be;  that  instead  of  direful  ghosts  filled  with  possi- 
bilities of  disaster,  they  are  friendly  spirits  carrying  much 
possibility  of  good,  and  offering  harm  only  to  those  who  do  not 
uuderstaud  how  to  treat  them. 

"  But  the  demons  within  are  real,  many,  and  vigorous,  four 
of  them  especially  so.  There  is  one  demon  called  Waste,  who 
is  omnipresent  His  brother  is  Ignorance,  and  they  walk  hand 
in  hand  through  many  a  shop.  Closely  related  is  an  evil  spirit 
called  Neglect,  and  the  fourth  member  of  the  devilish  group  Is 
Blindness.  Thes^  baneful  four  are  no  dreams,  but  real  destroy- 
ers, rt  is  against  them  that  protection  is  needed.  Those  strong 
men  among  our  industries  wlio  have  learned  that  the  Rate  of 
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Wages  Is  a  friendly  spirit  baye  found  hlin  powerful  also  in 

overcoming  the  demon  called  Waste,  and  Just  as  with  clear 

minds  and  fixed  purpose  they  study  into  the  true  nature  of  the 

Rate  of  Wages  and  the  Cost  of  l^oduction  do  the  demons  of 

Ne;;Iect,  Ignorance,  and  Blindness  cease  to  trouble. 

**  In  this  brief  preface  I  have  tried  to  sketch  the  fundamentals 

of  our  industrial  problem  as  it  relates  to  the  tariff.    We  have 

been  too  long  ghost  fearers  and  devil  con  servers.     I^t  us  face 

about,  look  firmly  at  the  ghosts  and  squarely  at  the  devils.    The 

ghosts  will  be  found  helpful  friends  and  the  devils — 

*'  Shall  fold  their  tents  like  the  Arabs. 
And  silently  steal  away." 

"American  manufacturers  need  tariff  reform  for  certain 
definite,  specific  purposes.    Among  these  are: 

1.  To  enlarge  their  mental  and  moral  vision. 

2.  To  increase  their  efficiency. 

3.  To  teach  them  the  gospel  of  self-help. 
I  am  tempted  to  add  a  fourth  reason — ^to  get  rid  of  ghosts; 

but  when  the  vision  mental  and  moral  shall  have  been  enlarged 
and  efficiency  shall  have  been  learned  and  self-help  acquired, 
the  ghosts  will  have  gone. 

"Our  manufhcturers  need  to  have  their  mental  vision  en- 
larged, because  ignorance  is  a  limiting  factor.  It  has  always 
been  true  that  '  a  little  knowledge  is  a  dangerous  thing.'  They 
have  been  fed  on  untruths.  It  is  not  true,  for  example,  that 
because  a  man  is  paid  $3  per  day  his  product  necessarily  costs 
more  than  that  of  a  man  paid  $2  per  day.  It  is  not  true  that 
goods  cost  so  much  of  necessity  in  an  American  shop  that  they 
can  not  meet  foreign  competition.  It  is  not  true  that  our  indus- 
tries would  be  injured,  much  less  destroyed,  by  a  reduction  of 
the  tariff  wall.  It  is  more  true,  far,  that  this  very  tariff  wall 
is  in  danger  of  creating  a  sort  of  industrial  "  Paresis  club."  It 
is  true  that  product  is  a  far  more  important  thing  in  cost  than 
the  rate  of  wage.  It  is  true  that  direct  labor  cost  is  a  small  part 
of  the  total  cost  of  making  goods.  It  is  true  that  the  burden 
charge  is  often  heavier  than  the  direct  labor  charge;  It  is  true 
that  the  selling  expense  is  often  heavier  than  the  direct  labor 
charge;  it  is  true  that  when  comparison  is  made  l>etween  the 
rate  of  wage  in  America  and  the  rate  of  wage  abroad,  such 
a  comparison  is  meaningless  and  silly  unless  the  rate  of  produc- 
tion and  its  conditions  be  stated..  It  is  true  that  when  the  dif- 
ference between  the  rate  of  wage  at  home  and  abroad  is  given 
it  is  a  difference  which  relates  to  but  a  small  part  of  the  cost 
of  making  goods,  and  in  no  sense  a  major  part.  For  example, 
if  the  somewhat  mysterious  iQrnopsis  of  the  report  of  the  Tariff 
Board  may  be  quoted,  there  is  said  to  be  a  difference  in  labor 
cost  in  making  yam  between  England  and  the  United  States  of 
100  per  cent;  but  this  100  per  cent  does  not  sound  so  large, 
even  if  it  be  always  trne,  which  I  doubt,  when  the  report  shows 
that  the  total  proportion  of  labor  cost  in  making  yam  is  but 
9|  per  cent,  and  the  100  per  cent  difference,  therefore,  Is  but 
a  difference  of  4|  per  cent  of  the  total  cost  of  the  yam.  Other 
plain  truths  are :  The  differences  In  cost  between  two  American 
concerns  in  the  same  line  are  often  greater  than  the  difference 
in  cost  between  a  concern  abroad  and  one  at  home  in  the  same 
line.    The  difference  in  direct  labor  cost  between  a  foreign  and 
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a  domestic  concern  in  the  mme  line  mny  be  entirely  overcome 
by  differences  in  the  burden  charge. 

"1  nm  told,  and  believe  it  to  be  true,  thnt  but  few  American 
manufacturers  really  know  the  cost  of  their  goods,  and  but  very 
few  the  cost  of  each  operation  in  making  their  goods.  An 
examiner  for  the  Tariff  Board  told  me  that  in  16  shops  he 
visited  they  did  not  Imow  what  their  goods  cost  and  liad  no 
systematic,  accurate  way  of  finding  out  One  of  the  first  and 
most  beneficial  results  of  the  removal  of  artificial  protection 
would  be  to  make  our  manufacturers  learn  these  facts,  to 
enlarge  their  mental  vision  along  the  line  of  the  old  Jewish 
proverb,  '  Physician,  heal  thyself.' 

'*  But  there  would  be  a  moral  enlargement  of  vision  also,  for 
among  our  industrial  shut-ins  strange  moral  growths  occur. 
For  example,  what  think  you  of  men  in  control  of  a  large  in- 
dustry buying  for  their  personal  gain  other  factories  whose 
product  must  be  used  by  the  larger  one  and  then  arranging  to 
have  the  output  of  the  one  they  own  purchased  at  high  prices 
by  the  other  which  they  control?  What  think  you  of  concerns 
employing  men  at  large  salaries  whose  duty  in  large  part  it 
is  to  copy  as  nearly  as  they  dare  patents  having  value  which 
are  submitted  to  them  for  purchase  or  of  which  they  learn  in 
order  that  they  may  themselves  benefit  by  the  inventor's  skill 
without  his  profiting  by  it?  Or  what  is  your  view  of  their 
using  a  department  of  patent  law  to  protect  them  against  the 
righteous  claims  of  those  whose  property  they  have  taken,  and 
what  of  the  morals  of  a  large  concern  telling  a  small  one  that 
unless  they  cease  suing  them  for  the  misuse  of  patents  the 
little  will  be  driven  out  of  business  by  the  big?  Under  the 
genial  influence  of  a  reduction  of  duties  some  of  these  proc- 
esses would  become  too  expensive  and  legitimate  competition 
would  at  least  offer  a  larger  field  for  dealing  with  those  whose 
sense  of  honor  was  higher  and  would  open  a  broader  market 
to  the  inventor. 

"A  reduction  of  tariff  would  increose  the  efficiency  of  the 
American  manufacturer  and  therefore  add  to  the  profits  of  his 
business.  The  fetish  of  having  to  cut  wages  to  keep  cost  down 
is  dead  or  dying.  Even  the  Tariff  Board  admits  that  It  is 
output  that  counts,  Au  experienced  manufacturer  said  to  me  a 
few  days  ago:  *The  tariff  kills  initiative  and  raises  the  cost.' 
You  have  no  doubt  noticed  that  the  cry  as  to  the  inefficiency  of 
their  labor  comes  from  those*  industries  that  are  most  highly 
protected.  Provide  a  profitable  market  for  a  manufacturer  and 
why  should  he  spur  himself.  Like  the  rest  of  us  he  will  l>e  as 
lazy  as  he  dares,  and  if  through  the  grace  of  law  he  may  sell, 
as  our  wool  men  are  said  by  the  Tariff  Board  to  do,  at  prices  67 
per  cent  higher  than  those  prevailing  abroad,  why  should  he 
strive  to  improve  himself  so  long  as  it  pays  not  to  do  so?  While 
obsessed  with  the  belief  that  high  wages  mean  high  labor  cost 
and  imbued  with  a  conviction  of  his  own  helplessness,  how  can 
a  man  become  efficient?  For  efficiency  means  keen  self -criticism. 
It  means  to  go  out  into  the  shop  and  find  nothing  there  that  is 
sacred  or  fixed.  It  means  that  in  that  shop  six  months  ago  shall 
be  ancient  history.  It  means  the  dropping  of  tradition,  the  for- 
getting of  ghosts,  the  questioning  of  everything.  It  means  the 
old  Scripture  doctrine,  '  Prove  all  things,  hold  fast  that  which  is 
good,'  and  only  that.  This  means  serious,  constant,  patient 
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Btudy  and  toil,  and  it  needs  a  spur  to  bring  men  to  that  labor. 
True,  the  men  with  vision  in  onr  indnstries,  who  have  the  sense 
of  the  Industrial  seer,  and  especially  in  those  industries  which 
have  been  less  protected  from  the  ghosts  by  law,  have  done  this 
labor  and  have  found  it  amazingly  lucrative.  Here  note  one 
vital  but  not  obvious  fact  What  of  the  concerns  whose  names 
do  not  appear  in  onr  tariff  fights. 

**Has  anyone  thought  to  make  a  list  of  the  houses  that  are 
silent  on  the  tarilf  ?  Has  it  occurred  to  anyone  that  a  reason  for 
this  silence  may  be  that  some  of  these  houses  feel  so  compe- 
tent to  meet  any  tariff  situation  that  they  are  fearless  at>out  it? 
I  have  the  best  of  reasons  for  thinking  this  is  true  of  two  large 
worsted  manufacturers,  and  I  know  it  is  true  of  other  concerns. 
They  do  not  care  to  advertise  the  fiict  that  by  keener  manage- 
ment, finer  equipment,  and  better  methods  they  are  doing  so  well 
that  the  tariff  is  to  them  an  indifferent  thing,  because,  so  to 
speak,  they  would  put  their  competitors  "onto  the  game." 
Look  among  the  names  of  the  manufacturers  in  our  great  indus- 
tries who  do  not  make  Washington  their  Mecca  and  see  what 
you  find.  Tariff  reduction  will  bring  to  the  American  manu- 
facturer everywhere  that  spur  from  legitimate  competition 
which  will  make  him  criticise  and  study  his  own  methods, 
which  will  force  him  to  drive  out  the  devils  of  ignorance,  waste, 
neglect,  and  blindness. 

**And  with  a  larger  and  purer  vision,  and  with  higher  effi- 
ciency, he  will  have  gone  far  on  the  road  to  the  third  gain 
from  tariff  reduction,  namely,  he  Will  have  begun  to  learn  self- 
help.  And  to  substitute  self-help  for  dependence,  courage  for 
fear,  hope  for  doubt,  manliness  for  cowardice,  is  the  noble  task 
in  which  the  Democratic  Party  is  engaged  in  its  campaign  for 
tariff  reform.  But  self-help  means  more  than  anything  we  have 
yet  said.  It  means,  after  doing  all  we  have  suggested,  stop- 
ping the  greatest  waste  in  industry  and  utilizing  the  greatest 
force  in  industry,  which  waste  is  now  sadly  great  and  which 
force  is  too  little  used. 

*'  Look  at  the  elements  In  the  cost  of  production— material, 
that  is  an  inert,  dead  thing ;  selling  expense,  that  produces  noth- 
ing; burden  charge,  truly  described  by  its  name  of  a  burden; 
labor  cost,  here  you  have  the  one  productive  element  Is  it 
treated  productively?  Your  building,  your  machinery,  your  ma- 
terial, these  are  investments.  Your  men — are  their  wages  an 
InTCStment  or  an  expense?  I^ook  at  the  question  squarely. 
Your  whole  industrial  eflScIency  rests  on  the  answer. 

"  If  the  wages  of  these  men  are  an  expense,  then  the  less  of 
it  the  better.  If  your  men  are  an  expense,  then  cutting  wages 
becomes  normal  and  proper.  They  rank  like  waste  of  any  kind. 
They  are  a  thing  to  be  reduced  to  the  lowest  limit  if  you  think 
that  payti.  But  if  the  wages  of  these  men  are  an  investment. 
If  this  one  productive  element  in  industry  hns  In  the  very 
fact  of  its  productiveness  something  that  separates  it  from  all 
other  kinds  of  cost,  then  it  is  worth  conserving.  For  your 
Investments  you  cultivate,  you  develop,  you  Improve,  you  study 
their  nature,  you  are  deeply  interested  in  their  management, 
you  wish  them  to  be  efficient,  helpful,  reliable,  steady.  Indeed, 
you  look  for  a  growing  return  from  them.  It  pays  to  study 
InvestmentSL  It  does  not  pay  to  treat  an  investment  contrary 
to  the  laws  of  the  thing  in  which  you  invest     It  is  better, 
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dienrer.  more  profitable  to  work  with  the  laws  of  your  invest- 
lueut  than  ngnitiMt  Its  laws.  Self -help  means  a  new  outlook  on 
labor  tor  n  mnnufncturer.  It  means  that  he  has  got  to  cease 
to  profU  by  it  and  Icsim  to  profit  with  It.  It  means  that  the 
imy  roll  U  an  iuvcMment  and  not  an  exi>en8e,  and  a  cbasm 
of  tbuuRlit  divides  the  two.  It  means  that  the  old  ghost  of  the 
rate  of  >Yngos  bns  tnriHHl  into  a  friendly  spirit  that  says  to 
hiui,  'The  more  I  grow,  the  larger  I  am,  the  more  I  sbonld 
produce  for  j^ou  and  yours ' ;  and  it  says  to  the  cost  of  produe- 
tioii.  *The  more  I  produce  the  smaller  you  get  and  the  lees 
iufiuencc  you  have/  It  Fays  to  the  man  whose  vision  has  been 
eulargiHl.  *  Do  not  worry  about  your  rate  of  wages;  think,  rather, 
of  your  rate  of  output ;  get  rid  of  the  devil  of  waste,  stop  the 
dovil  of  neglect  of  your  burden  charges  and  blindness  to  the 
inefliciency  of  your  equiplhent  and  ignorance  of  your  handling 
exi)oiise.  Drive  out  the  devil  of  neglect  of  your  own  costs  and 
blinduess  to  your  (celling  charges.  Get  rid  of  the  things  that 
don't  produce  and  make  the  most,  the  utmost,  of  the  one  clement 
in  your  shop  that  does  produce,  and  above  all  things  do  nothing 
in  blindness,  ignorance,  or  neglect,  or  waste  to  cramp  or  antago- 
nize or  ban) per  the  only  productive  element,  the  only  resitonsive 
element  in  the  cost  of  the  goods  you  make.'  And  so  the  Demo- 
cratic position  is  one  that  is  not  negative  but  affirmative,  it. is 
not  dcst nu' tive  but  constructive,  it  is  in  line  with  all  the  forces 
of  uplift  in  our  land.  It  is  the  gosjiel  of  hope  and  not  of  donbt, 
the  guFpel  of  courage  and  not  of  fear,  the  gospel  of  moderation 
and  not  of  rashness,  it  is  the  teaching  of  that  same  self-help 
to  our  manufacturers  which  we  try  to  cultivate  in  our  children. 
It  does  not  let  *I  dare  not  wait  upon  I  would,'  but  says  *yoo 
can.'  It  is  the  teaching  of  industrial  freedom,  a  strong  and 
not  a  weak  faith. 

"  Let  me  close,  with  the  statement  of  certain  truths  which 
form  at  least  a  part  of  the  Democratic  declaration  of  industrial 
independence  and  which  the  Democratic  Party  believes  to  t>e 
evident 

"There  is  in  the  strict  sense  of  language  no  such  thing  aa 
the  cost  (meaning  the  fixed  cost)  of  production,  and  the  phrase 
as  often  used  misleads. 

"  Since  there  is  and  can  be  no  such  thing  as  a  fixed  or 
imiform  cost  of  producing  an  article,  to  base  a  fixed  tax  thereon 
is  absurd  and  impossible. 

"The  nature  of  cost  being  variable,  a  tax  actually  based  on 
such  differences  between  cost  in  Europe  and  America  as  might 
be  found  to  exist  would  vary  constantly.  If  based  on  the  cost 
records  of  an  inefficient  American  shop  it  might  at  times  be 
high;  if  luised  on  best  American  practice  it  might  not  exist 
at  aU. 

"  The  difference  in  cost  between  American  shops  in  the  same 
industry  are  as  great  as  or  greater  than  the  average  differences 
In  cost  between  America  and  Europe.  The  same  is  to  a  degree 
true  in  each  Industry  of  Ehirope.  The  relations  of  these  costs 
each  to  the  other  both  within  and  without  any  industrial  conn- 
try  constantly  change.  The  statements,  therefore,  seriously 
made  by  some  about  basing  a  tariff  on  the  differences  in  labor 
cost  between  this  country  and  Europe  are  ridiculous.  It  would 
involve  preferences  in  favor  of  one  Euroi)ean  country  as  against 
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another,  and  if  it  were  to  be  maintained  at  the  actual  differences 
In  coPt.  it  would  have  to  be  adjusted  frequently  to  meet  changes 
in  efficiency,  methods,  or  inyentlon  in  the  various  countries 
affected  by  it. 

"A  tariff  based  on  the  difference  in  the  cost  of  production 
muFt,  if  it  be  correct,  be  a  different  tariff  against  every  country 
producing  like  goods  for  costs  In  these  countries  varj'.  Not  only 
00,  but  logic  requires  that  a  separate  tariff  be  made  against 
separate  factories  in  so  far  as  their  costs  differ. 

''A  tariff  based  on  differences  in  cost  of  production  is  a  logical 
and  Industrial  absurdity. 

"  It  is  a  normal  thing  that  the  most  highly  protected  indus- 
tries should  be  the  most  backward. 

*'The  cost  of  labor  is  but  a  minor  port  of  total  cost  and 
rarely  the  controllhig  element  therein. 

*'The  differences  in  wages  between  America  and  Europe 
affect  but  a  small  part  of  the  total  cost  of  manufacture,  and  is 
itself  so  modified  by  many  other  conditions  affecting  cost  as  to 
be  valueless  as  a  basis  for  argument. 

'"The  chief  controlling  factor  in  production  is  the  rate  of 
output.  Other  factors  therein  are  burden  charge,  selling  ex- 
pense, material  cost,  and  lastly,  and  often  least,  labor  cost.  It 
may  therefore  pay,  often  does  pay,  to  increase  the  wage  rate 
to  induce  output  and  therefore  to  reduce  the  relative  burden 
ami  selling  charge. 

"The  reduction  of  the  wage  rate  as  a  means  of  economy  Is 
the  foolish  resort  of  the  inefficient  and  the  ill-informed. 

"  Differences  in  cost  may  have  no  relation  to  labor.  In  A's 
shop  where  total  cost  is  least,  labor  cost  may  be  most.  In  B*8 
shop  where  total  cost  is  greatest,  labor  cost  may  l>e  least. 

**The  possible  saving  in  total  cost  through  eliminating  the 
clement  of  waste  in  its  many  forms  may  amount  to  one-half 
even  while  the  daily  rate  of  wage  will  increase.  Under  these 
conditions,  despite  the  increase  in  wage,  the  output  may  so  en- 
large that  profits  would  be  greatly  increased  even  though  sell- 
ing prices  were  reduced  to  meet  competition. 

*'  The  Republican  Party  undertakes  to  insure  '  a  reasonable 
profit  *  by  law.  A  reasonable  profit  has  never  been  defined  nor 
its  conditions  made  known.  Such  a  profit  may  vary,  that  being 
reasonable  in  one  place  being  unreasonable  in  another;  that 
which  is  fair  under  some  conditions  would  be  unfair  under 
others;  that  which  is  righteous  in  some  industries  would  be  un- 
righteous in  others;  that  which  is  normal  in  some  places,  ab- 
normal in  others.  What  are  the  limits?  Who  is  to  decide  what 
a  reasonable  profit  is? 

"  The  Democratic  Party  believes  that  the  policy  of  a  tariff  for 
revenue  only  is  not  only  a  policy  free  from  the  logical  absurdi- 
ties of  a  tariff  based  upon  the  alleged  cost  of  production,  but 
that  it  is  a  policy  which  opens  to  our  industries  the  way  to  de- 
velopment on  normal  and  permanent  lines  where  brains,  char- 
acter, and  energy  may  work  out  their  natural  results  to  the 
profit  of  the  manufacturer,  to  the  advantage  of  the  worker,  and 
to  the  gain  of  the  consumer. 

"The  Democratic  Party  would  substitute  industrial  self-help 
for  tar  if  protection.  By  this  it  does  not  mean  rash,  hasty,  or 
even  radical  removals  of  existing  duties,  but  reducing  them 
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with  moderation  to  a  revcniie  basis.  By  self-help  it  means  that 
our  niainifacturers  shall  exercise  that  constant  and  searching 
self-criticism  into  their  own  plans,  methods,  and  management, 
wliich  should  ttinrk  every  progressive  producer,  but  which  is 
little  i lively  to  exist,  and  has  In  many  cases  not  existed,  whereas 
by  re:>rion  of  the  tariff  a  profit  has  been  assured  by  law.  Bat 
self-hell)  In  industry  means  more  than  this.  It  means  replac- 
ing doubt  wltli  hope  and  fear  with  courage.  Protection  is  the 
gospel  of  8i*curlty  for  the  incompetent  and  inefficient  at  the 
national  cost.  Self-help  is  the  gospel  of  competence  and  effi- 
ciency to  the  general  gain.  But  self-help  means  yet  more. 
It  means  an  altered  attitude  on  the  part  of  manufacturers 
toward  labor.  It  means  the  spirit  of  cooperation  between  em- 
ployer and  his  workman.  It  means  a  recognition  of  the  law 
that  a  well-paid  and  well-treated  employee  is  the  cheapest  pro- 
ducer. It  means  a  true  industrial  democracy  in  which  owner, 
workmen,  and  consumer  pull  together  with  greater  profit  to  the 
first,  larger  wages  with  shorter  hours  and  less  strenuous  labor 
for  the  second,  and  lower  prices  for  the  third.  This  is  the 
aim  and  the  outcome  of  industrial  self-help.  It  is  a  teaching 
opposed  to  all  narrow  selfishness,  hostile  to  much  of  our  ac- 
cepted business  economy,  but  it  is  in  fundamental  accord  with 
the  laws  of  human  nature  and  with  enlightened  self-interest  on 
the  part  of  all  dependent  on  our  industries." 
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HON.    WILLIAM     C.  REDFIELD. 


"  In  speaking  to  a  fellow  Member  of  the  House  of  Representa- 
tives a  few  days  ago  of  what  I  reckon  to  be  the  great  commer- 
cial value  of  the  Philippines,  he,  being  one  of  those  minded  to 
get  rid  of  those  islands  as  quick  as  possible,  was  kind  enough 
to  say  to  me  that  he  preferred  'principle  rather  than  pelf.* 
Before  this  body  of  business  men  I  wish  emphatically  to  protest 
against  the  idea  which  prevails  too  much  to-day — that  the  busi- 
ness world  is  largely  a  world  of  plunder.  Not  that  any  resiwnsi- 
ble  group  of  jnen  quite  venture  to  affirm  this  to  be  so,  but  that 
their  actions  and  their  words  almost  or  quite  assume  it  as  a 
basis.  Certainly  a  friendiy  ear  is  not  always  turned  to  the  re- 
quests of  the  business  community,  and  the  sensitiveness  of  credit 
seems  often  to  be  unknown.  It  is  true  that  the  selfishness  of 
some  has  reflected  to  a  degree  upon  us  all,  but  for  that  reason 
it  is  more  necessary  to  afliim,  as  I  now  do.  that  the  businesb 
men  of  America  are.  with  rare  exceptions,  upright  and  high- 
minded  men,  resi^ectiug  the  rights  of  others,  conscious  of  their 
duties  to  their  fellows,  seeking  prosperity  through  service  rather 
than  through  selfishne-s.  and  with  personal  consciences  never  so 
active  and  with  public  ideals  never  so  high  as  to-day.  Commerce 
is  the  ally  of  uplift  and  develops,  not  deFtroy.s.  And  this  great 
club  of  1,000  members  is  a  witness  that  you  as  business  men 
meet  with  open  minds;  each  willing  to  learn  from  the  other; 
each  glad  to  give  from  his  knowledge  to  the  other.  Therefore 
it  is  a  special  pleasure  to  talk  with  you  over  some  of  the  com- 
mon problems  of  our  daily  work. 

'*And  this  daily  task  of  ours  is  a  far  more  complex  thing  than 
it  once  was.  Our  business  life  touches  now  questions  of  public 
lolicy,  questions  of  human  interest,  matters  of  social  uplift. 
Others  claim  the  right  to  supervise  and  guide  our  business  af- 
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in  oor  continental  area  we  r^oioe  over  an  esqK>rt  trade  of  mann- 
factares  of  a  thousand  miUiona,  being  6  per  cent  of  our  total 
prodact  of  manafftcturea*  may  not  the  WhgJiahmiin  be  lastly 
proud  that  in  1909  he  sent  abroad  from  hia  contracted  and 
'  tight  little  island  *  fifteen  hondred  mitllona  In  Taloe  of  manu- 
factures, or  over  78  per  cent  of  hia  total  exports?  Indeed,  only 
so  recently  as  1907  his  foreign  sales  of  mannfactuies  were  or^ 
seventeen  hundred  millions,  being  80  per  cent  of  his  foreign 
trade,  and  the  best  estimate  available  is  that  the  United  King- 
dom exports  its  manufactures  In  the  protiortion  of  one  to  fl^e^ 
being  a  percentage  of  manufactured  exjwrta  of  more  than  tliree 
times  our  own.  This  solid  trade  rests  upon  a  substantial  baae 
of  the  greatest  mass  of  free  capital  in  the  world  and  upon  a 
banlcing  system  as  free  and  flexible  as  the  air  and  as  unlTersal* 
and  upon  control  of  shipping  that  places  the  products  of  Ehig- 
lish  mills  wherever  the  Bnglish  seller  wills  them  to  go,  by  lines 
controlled  in  his  own  interests.  Thus,  briefly,  I  have  sketched 
the  trinity  of  great  competitors  beyond  our  tariff  walL  There 
are  others,  but  Great  Britain,  Germany,  and  we  are  'the  big 
three.'  We  must  stay  there  or  shut  down  our  shops.  We  have 
gone  out  into  the  woiM  becautf»  we  must  The  product  of  our 
mills  and  our  men  and  our  minds  has  grown  so  large  that  it  has 
burst  through  territorial  and  traditional  lines.  Bven  while  we 
have  sought  protection  from  others,  those  very  others  have  be- 
come our  customers. 

"  For  many  years  the  great  expanse  of  our  own  land  and  the 
demands  of  its  increasing  people  gave  our  shops  sufllcittit  to  do. 
As  time  went  on  our  shops  waxed  large  and  their  output  grew 
larger,  till  one  day  we  found,  some  of  us,  that  we  were  maldng 
that  which  we  could  not  sell  at  home.  Loolcing  over  the  edge 
of  the  wall  we  found  people  there  who  lilsed  what  we  had  to 
sell  and  were  willing  to  pay  for  it.  We  sold  it  to  than;  we 
found  the  habit  pleasant,  and  the  habit  has  grown.  But  ob* 
serve  that  the  foreign  market  has  beea  the  normal  outgrowth 
of  a  domestic  market ;  that  one  is  not  antagonistic  or  abnormal 
to  the  other,  but  the  natural  and  fit  supplement  to  it  Just  so 
it  is  abroad.    England's  great  internal  trade  is  the  basis  on 
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which  her  foreign  trade  rests,  and  the  export  trade  of  Germany 
l8  the  outcome  of  her  great  domestic  commerce.  They,  indeed, 
approach  the  export  market  on  a  basis  more  lilce  necessity  than 
we,  for  oar  domestic  demand  is  enormously  greater  than  theirs, 
and  yet  there  are  shops  in  America  that  would  not  run  full 
time  to-day  were  they  to  lose  their  export  trnda  Our  foreign 
trade  is  also  a  safety  valve  that  relieves  the  pressure  of  over- 
production at  home. 

*'  So,  almost  without  knowing  it,  we  have  become  one  of  the 
three  greatest  factors  in  the  world*s  commerce  in  manufactures, 
and  the  door  of  a  golden  opportunity  has  swung  wide  open.  If, 
like  the  S^iator  of  a  few  years  past,  one  were  to  ask,  '  What 
have  we  to  do  with  abroad?'  the  answer  would  be,  '  We  have 
everything  to  do  with  abroad.'  Let  us  therefore  ask  ourselves 
frankly,  What  shall  we  do  with  this  opportunity?  That  depends 
ou  what  it  means  to  us.  Are  times  ever  slack  in  Cincinnati? 
Are  there  days  when  the  shop  superintendents  more  than  catch 
up  with  the  sales  managers,  when  the  wall  of  the  salesman  is 
heard  in  the  laud  and  the  leaves  of  the  order  book  are  unfilled? 
Do  there  come  weeks  of  part  time  and  of  men  laid  off,  with  sad 
homes  to  which  to  go,  since  there  is  no  work  to  sustain  them? 
Have  there  been  anxious  hours  when  costs  were  great  because 
output  could  uot  be  mndc  suflBlclent  in  the  market  that  was  avail- 
able to  distribute  tlie  burden  charge  widely  enough  to  make 
things  pay?  Perhaps  you  have  known  what  it  means  to  have 
a  plant  made  for  production  lie  idle,  eating  its  head  off.  Per- 
haps there  is  some  product  you  could  cheaply  make  but  which 
your  particular  market  did  not  want.  Perhaps  there  was  some 
by-product  that  could  be  made  if  you  knew  where  it  could  be 
sold.  For  these  and  similar  ills  the  door  of  opportunity  that 
lies  open  affords  a  remedy.  Out  there  beyond  the  wall  are 
many  men  of  many  minds,  some  of  whom  will  like  what  you 
make,  or  will  take  what  you  would  make  if  you  could  sell  it, 
or  who  can  use  enough  of  your  present  product  to  add  to  the 
output  of  to-day  that  which  shall  make  the  whole  cost  less  per 
unit.  Suppose  we  all  go  out  into  the  larger  world  and  try  as 
others  have  done.    You  of  Cincinnati  are  not  less  clever  than 
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tlHMe  at  DctrcAt  A  thousand  automobiles  moatlily  go  Oience 
abroad,  and  Detroit  prospera.  I  have  aeoi  the  products  of  Dsy- 
ton  In  many  landa  Indeed,  I  found  products  of  Glncbmati  on 
the  other  side  of  the  globe. 

**  But  when  we  get  beyond  the  8>mUe  limit  you  and  I  will  not 
find  It  all  plain  sailing.    There  are  some  troubled  waters  on  that 
business  sea,  and  our  craft  will  need  steering  Just  as  It  does  at 
home.    Toy  boats  do  not  navigate  those  waters.    The  German 
and  the  BngHshman  are  not  easily  beaten  on  their  own  ground, 
and  they  have  hitherto  had  to  help  them  certain  of  our  own 
domestic  ghost&    It  Is  strange  that  so  practical  a  people  as  we 
should  be  ghost  worshippers*  but  we  have  been,  and  some  of  as 
still   are.    One  ghost,   called  the  'Rate  of  wages,'  has  long 
stalked  about  on  top  of  the  tariff  wall  and  scared  us  with  his 
ferocious  visage.    He  has  a  fellow  ghost  called  the  '  Cost  of  pro- 
duction/   While  we,  fearful  of  these  specters,  have  many  of  us 
feared  to  cross  the  wall,  the  BngHshman  and  the  German  hare 
fattened  and  grown  rich,  somewhat  at  our  ezpoise.    If  you  and 
I  wlU  follow  those  bolder  spirits  among  us  who  have  faced  these 
ghosts  and  dealt  at  first  hand  with  tiiem,  we  shall  find,  as  others 
have,  that  they  turn  out  not  to  be  so  bad;  Indeed,  the  ghost 
called  the  '  Rate  of  wages/  when  you  treat  him  wdl  and  give 
him  a  square  deal,  Is  a  kindly  spirit,  and  Just  as  you  come  to 
understand  him  the  other  ghost,  called  the  '  t3ost  of  production/ 
retreats  and  becomes  harmless.    Indeed,  it  is  not  far  wrong  to 
say  that  foreign  trade  is  based  on  a  state  of  mind.    The  trouble 
has  been  that  we  have  worried  a  lot  about  these  ghosts  and  have 
not  been  troubled  as  much  as  we  ought  to  have  be&i  about  cer- 
tain real  vigorous  devils.     A  good  cartoonist  could  make  a 
rather  clever  picture  of  some  American  manufacturers.     He 
could  picture  them  sitting  behind  their  tariff  wall — a  sort  of  In- 
dustrial shut-in  society — looking  up  at  the  ghosts  at  the  top  of 
the  wall,  wanting  to  get  over  the  wall  but  afraid  of  the  ghosts, 
while  behind  them  in  their  own  shops  rage  unnoticed  and  un- 
hindered rampant  devils  of  waste,  neglect,  and  Inefilciency.    So 
our  getting  over  the  wall  and  finding  it  possible  to  stay  on  the 
other  side  profitably,  along  with  our  friends,  the  English  and  the 
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Clennans,  comes  back  after  all  to  our  own  sliops  and  to  the  prol>- 
lema  In  them  with  whidi  we  haTe  to  deal. 

"  The  trouble  with  ns  la  that  we  have  always  seen  the  ghosts 
on  the  wall,  but  the  devils  have  been  inyisible.  Let  us  go  hunt 
for  them  now,  and  to  find  them  quickly  let  us  look  right  within 
ourselyes.  If  there  is  a  devil  of  blindness  about  our  shops,  the 
chances  are  that  you  and  I  have  been  blinded  by  him.  If  there 
is  a  devil  of  neglect  about  our  plant,  the  chances  are  that  it  is 
you  and  I  who  have  been  neglectful.  If  the  demon  called 
^Inefficiency'  hovers  about  our  works,  the  probability  is  that 
you  and  I  are  in  his  grip.  If  the  evil  spirit  of  waste  is  about, 
the  chances  are  that  he  is  there  with  our  unconscious  consent. 
So  the  first  thing  to  do,  my  f  ^low  business  men,  to  get  into  the 
pleasant  lands  beyond  the  wall  is  to  become  our  own  severest 
critics  and  to  follow  out  the  old  brief  proverb,  'Man,  know 
thysdf.'  Do  you  want  export  trade?  Do  you  want  to  know 
how  to  get  it  and  keep  It  against  the  German  and  Sng^shman? 
Then  begin  in  your  own  shop  here  In  Cincinnati,  and  begin  first 
Gt  all  with  yourself.  This  is,  perhaps,  not  pleasant  doctrine,  but 
it  is  a  fruitful  one.  Shortly  ago  a  friend  was  called  by  a  large 
concern  to  reorganise  It  on  a  scientific  basis.  When  he  presented 
his  plan  the  manager  was  mad.  He  said  to  my  friend,  '  I  hired 
3rou  to  prepare  a  plan  showing  me  how  to  work  the  men  in  the 
shop,  and  you  begin  with  a  plan  which  tells  me  how  to  work 
mjrself,'  and  he  would  bave  none  of  it  There  have  been  a  num- 
ber of  cases  where  economy  was  prohibited  because  it  com- 
menced with  the  management  We  do  not  say,  of  course,  that 
we  know  it  all,  but  we  merely  think  competent  teachers  are 
scarce.  I  recall  one  case  where  the  owner  was  very  proud  of  a 
machine  shop,  which  In  certain  respects  was  working  at  one- 
ei^tieth  of  its  full  capacity.  It  is  not  long  since  the  owner  of 
a  large  plant  told  me  that  while  no  doubt  Inspection  would  de- 
velop In  his  shops  certain  faults  here  and  there,  he  was  sure 
nothing  could  be  done  which  would  seriously  Improve  his  way 
of  working.  The  devils  had  him  hard  and  fast  On  the  con- 
trary, I  recall  a  man  who  at  tbe  end  of  20  yenrs  was  vividly 
conscious  of  the  things  he  did  not  know  about  his  own  business. 
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Ue  said  that  be  could  never  afford  to  be  satlsjQed  with  his  way, 
because  when  he  was  satisfied  he  knew  he  would  need  the  Lord 
to  help  him,  because  he  would  then  have  ceased  to  htip  himself. 

"  There  Is  a  great  plant  in  the  Bast  which  sends  out  its  fore- 
mea,  at  the  company^s  expense,  many  times  a  year,  both  into 
America  and  into  Europe,  Just  to  see  what  they  can  learn.   Tbe 
truth  is,  a  modem  shop  must  be  more  or  less  of  a  schoolhouse, 
and  in  it  the  manager  must  be  one  of  the  pupils.    One  of  the 
examiners  for  the  Tariff  Board,  in  its  recent  InTestigations  of 
Schedule  K,  told  me  that  he  visited  16  shops  in  an  industry  col- 
lateral to  the  woolen  and  worsted  trade    I  asked  him  if  in  any 
of  the  shops  he  visited  the  owners  and  managers  knew  what 
their  goods  cost  tliem.     He  said  they  thought  they  did,  bat 
that  they  did  not,  and  it  luid  been  his  duty  In  several  cases  to 
show  them  why  and  to  what  extent  they  were  mistaken.    Natu* 
rally,  to  the  next  question,  Did  any  of  these  shops  have  an  accu- 
rate system  of  cost  keeping?  he  replied  in  the  negative    The 
devils  of  which  I  have  spoken  were  having  it  all  their  own  way 
in  this  trade.    Seriously,  gentlemen,  then,  conceiving  that  ex- 
port trade  Is  desirable,  necessary,  and  possible,  the  first  way 
to  get  it  is  to  begin  In  your  own  shops  at  home.    From  a  some- 
what long  experience  at  home  and  abroad  I  have  never  yet 
found  a  shop  where.  If  the  devils  I  have  mentioned  were  driven 
out  and  in  their  place  the  mighty  spirit  of  *'  self-help  **  was  in- 
stalled, the  ghosts  gave  any  more  trouble.    So  let  us  all  go  into 
our  own  shops  and  forget  our  traditions  and  throw  our  fetishes 
away.    Turn  the  clear  light  of  truth  and  honest  inquiry  on  our- 
selves.   Let  us  recall  that  nothing  is  good  because  we  do  it,  and 
no  method  is  desirable  because  we  have  been  in  the  habit  of 
doing  things  that  way.    Let  us,  so  to  speak,  stand  outside  our- 
selves and  look  at  ourselves  and  test  our  ways,  whether  they 
be  good  or  not.    If  we  will  do  this  with  an  open  mind  and  sin< 
ccro  vision,  the  result  will  surprise  the  best  of  us.    Not  in 
Washington,  nor  in  the  customs,  but  within  ourselves,  is  the  best 
protection  found. 

''We  shall  find  that  this  self-study  will  bring  some  things 
Into  new  relations.    It  should  teach  us,  for  example,  that  in 
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dealing  witb  the  four  dements  in  cost— matorlal,  borden»  selling 
expense,  and  labor--there  is  most  ample  opportunity  for  brains 
in  the  study  of  the  first  three.  We  shall  be  likely  to  find  that 
the  study  of  the  bnxden  diarge  by  itstif  can  be  made  con- 
tinuously profitable.  More  than  (me  goodly  business  ship  has 
gone  to  wreck  on  this  rods.  The  ratio  of  selling  expense  to  out- 
put and  its  adaptation  to  poasible  prices  will  afford  food  for 
sober  and  patient  thought  Both  these  subjects  remind  me  of 
what  Bdward  Atkinson  used  to  say  about  the  need  for  fire  pails 
in  factories.  His  ruling  was,  'Put  in  all  the  fire  palls  for 
which  you  have  room,  then  put  in  some  more.'  Deal  this  way* 
with  your  bnrdoi  and  selling  charges^  Back  up  your  purchas- 
ing agent  now  and  then  with  some  original  refiections  of  your 
own  on  the  subject  of  material  and  suppliea  All  this  is  a  man's 
Job,  and  when  with  effort  and  pain  you  hare  gotten  these  three 
down  to  a  safe  and  sane  point  from  whidi,  through  years  to 
come,  you  can  still  further  steadily  reduce  them,  then  see  what 
the  spirit  of  'self-help'  says  to  you  about  the  last  and  the 
minor  element  in  cost,  namely — ^labor.  Now  of  all  the  four 
parts  of  costs,  labor  is  the  only  one  that  is  alire.  Material  is 
dead  stuff.  Our  burden  charge  is  clearly  a  dead  load.  Our 
selling  expense  we  aim  to  kill,  and  let  us  hope  we  shall  reduce 
it  to  a  corpse  of  proper  size.  But  the  one  liring  element  in 
production,  the  one  part  of  cost  haying  real  yitality,  is  labor, 
and  that  is  very  much  allTe.  Because  it  is  alive  it  may  be  re- 
q>on8iye,  and  by  the  same  token  it  may  be  obetructiye.  It  is 
the  greatest  force  in  industry;  the  only  Hying  force,  too  oftm 
a  wasted  force,  too  rarely  a  force  used  as  we  use  an  engine — 
reciprocally.  Let  us  think  of  this  a  bit  with  candid  and  open 
minda 

*'  You  and  I  are  yery  careful  about  buying  a  machine.  You 
here  who  make  the  machines  for  which  Cincinnati  is  famous 
are  yery  careful  that  the  machines  you  sell  are  adapted  for 
their  q>ecial  use.  You  advertise  them  as  such  and  your  cus- 
tomer buys  them  solely  because  they  are  adapted  to  the  senrlae 
he  requires  from  them.  When  they  get  them  under  your  in- 
structicms  they  are  treated  with  great  care.    They  are  not  over- 
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strained,  for  you  and  your  customer  know  something  about  the 
fatigue  of  metals.    Tbey  are  not  overheated.    What  would  yon 
do  with  the  foreman  that  often  allowed  bearings  to  get  over- 
heated?   They  are  kept  free  from  dust;  you  put  in  exhaust 
systems  to  take  the  dust  out  from  where  it  will  do  harm  to  a 
machine.    They  are  most  carefully  lubricated,  and  yon  do  not 
let  moisture  come  where  it  wlU  do  them  harm.    In  brief,  that 
machine,  being  a  valuable  investment,  is  treated  according  to 
the  laws  of  its  nature,  and  you  carefully  learn  those  laws  and 
obey  them  because  it  pays.    So  with  your  material.    That  is 
especially  adapted  to  the  use  to  which  it  is  to  be  put  and  yon 
are  careful  not  to  waste  it  or  to  use  for  one  purpose  that  mate- 
rial which  is  l)etter  adapted  to  another.    This  also,  therefore, 
is  utilized  In  your  shop  according  to  the  laws  of  its  nature. 
Tour  buildings,  your  transmission  appliances,  your  power  plant 
your  light,  your  arrangement,  and  all  the  complex  apparatus 
that  makes  the  unit  you  call  your  plant,  are  carefully  arranged, 
each  element  fitted  to  its  particular  service  so  as  to  be  most  effi- 
cient, so  ns  to  require  the  least  of  maintenance  cost  and  the 
smallest  repair  outlay.    How  now  ai)OUt  your  men?    Is  the 
same  careful  process  of  selection  applied  to  them?    Tou  do  not 
use  a  lathe  for  screw-machine  work.    Arc  your  men  adapted 
or  trained  to  their  special  task  with  the  same  precision?    Your 
industrial  history  shows  that  you  do  not  hesitate  to  pay  largely 
for  an  cfilcieht  machine.    Are  you  as  willing  to  pny  largely  for 
an  efficient  rann?    Is  the  same  strict  care  given  to  the  condi- 
tions that  human  nature  requires  for  its  best  work  that  is  given 
to  the  conditions  which  mechanical  nature  requires  for  its  best 
work?    Have  you  cawfully  avoided  the  obstructive  element  in 
this  living  part  of  production,  and  are  you  and  I  as  corefully 
cultivating  the  responsive  element  in  it?    When  the  spirit  of 
*  self-help'  controls  iia  all  and  we  have  driven  the  devils  out 
of  our  shops,  wc  shnll  come  to  understand,  you  and  I,  that  in 
the  responsive  power  of  our  working  force  lies  the  mightiest 
element  in  production.    One  that  may  make  the  difference  be- 
tween  loss  and  profit,  between  pence  and  war.    I  have  known 
a  ehop  In  which  there  never  was  put  upon  the  stationery  any- 
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thing  to  the  tfect  that  contiiigeDt  delays  due  to  strikes  were 
not  matters  for  which  the  hoase  was  liable,  but  where  it  was 
qnlte  the  custom  to  send  the  bills  oat  for  less  than  the  price  at 
which  the  goods  were  sold  because  the  high  efficiency  of  a 
responslTe  working  force  liad  made  them  cost  less  than  was 
expected. 

'*  But  some  one  wil]  say  labor  makes  mistakes,  makes  unrea- 
sonable demands.  Doubtless.  But  are  yon  and  I  like  the  sheriff 
of  Nottingham  who^ 

Nerer  yet  had  made  a  mistake 
Would  like  to  for  variety's  sake? 

"  And  when  It  comes  to  being  unreasonable,  why,  let  him  that  * 
is  without  sin  among  us  cast  the  first  stone.    As  I  look  into  my 
own  mind  and  heart  I  can  not  l>egln  hearing  rocks  on  this  basia 
Can  you? 

"We  need  export  trade  for  a  proper  and  steady  balance  to 
our  home  business;  and  to  keep  our  costs  down  by  holding  our 
product  up.  Our  two  great  foreign  competitors  have  many 
advantages  of  position,  wealth,  experience,  and  knowledge.  We 
have  chiefly  to  rely  on  the  alertness  and  initiative  of  ourselves 
and  our  workmen.  It  is  of  the  very  essence  of  our  safety  that 
we  pull  together,  a  united  force  in  every  shop,  bands  and  brains 
in  unison  to  the  common  and  growing  pro8t,  to  the  larger  wage, 
to  the  lower  cost  and  the  lessened  price.  Gentlemen,  your  do- 
mestic business  needs  to  feel  the  throbbing  pulse  of  tlie  larger 
world  of  foreign  commerce.  *  One  must  be  done,  the  other  not 
left  undone.'  Stability  in  home  markets  depends  largely  on 
ability  in  foreign  ones.  But  the  larger  life  is  not  entered,  the 
door  of  opportunity  is  not  passed  by  standing  pat  any  more  than 
it  is  by  Joining  a  club  or  au  export  association,  good  as  these  are. 
Fighters  in  the  world's  arena  must  lay  aside  every  weight  and 
the  liabits  of  thought  and  traditions  that  so  easily  beset  them, 
and  with  keen  self-traluiug  address  themselves  to  the  contest. 
The  world  is  said  to  grow  through  its  discontent  and  your  trade 
will  grow  on  your  own  self -discontent  with  every  present  stand- 
ard and  method.  The  place  for  narrow  lueu  is  In  nits;  for 
dead  men  in  graves.    The  big  world  calls  for  big  men,  large  in 
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outlook,  broad  in  view,  keen  enough  to  see  that  economy  lies 
not  80  much  in  saving  as  In  wise  ezpe^tnre. 

**  Industrial  education  has  here  in  your  noble  city  made  great 
strides  that  have  brought  you  deserved  honor,  but  there  are 
two  kinds  of  industrial  education — ^that  of  the  hand  and  brain 
within  the  shop ;  that  of  the  heart  and  brain  within  the  office. 
I  plead  for  both,  for  these  two  are  one.    One  need  not  speak 
for  nny  method  of  management    These  are  many,  of  varied  and 
different  merit.     But  for  one  great,  broad,  generous,  and  effi- 
cient spirit  of  management  I  may  fairly  plead.    One  that  shall 
be  intolerant  of  waste  of  all  kinds  and  to  which  neglect  shall  be 
a  sin.    One  that  shall  set  high  standards  of  efficiency  but  equally 
high  ones  of  sympathy.    One  that  shall  be  large  enough  to  see 
that  with  projier  equipment  and  wise  direction  the  well-paid 
man  is  the  cheapest  producer.    One  that  shall  slay  the  spirit  of 
gaining  through  gouge  and  shall  bring  to  life  the  spirit  of  suc- 
cess through  service. 

"  Does  this  sccui  practical  to  your  minds?  If  not,  let  us  re- 
duce it  to  details.  Never  give  up  self-study.  There  will  always 
be  something  to  Icam  about  your  ways.  *The  goblins  they 
will  get  you  if  you  don't  watch  out.* 

"  Don't  let  your  initiative  get  sterillssed  by  a  tariff  or  any- 
thing else.  This  may  be  as  a  friend  says  it  is — 'grossly  in- 
ferential/ but  it  is  true  nevertheless. 

"  It  is  not  wise  to  sterilize  the  initiative  of  your  working  force 
by  looking  so  haixl  nt  a  quarter  yourself  that  you  can't  see  the 
five-dollar  bill  beyond. 

"A  Justly  dSscoutcnteil  force  can  cost  you  more  directly  and 
indirectly  than  th2  most  expert  and  costly  supervision  can  ever 
find  out. 

"The  cbc^apost  and  most  efficient  discipline  is  that  which  a 
well-paid,  ht'p^fni.  a^d  zealous  working  force  naturally  create. 

"The  cutting  of  piecework  rates  and  wages  is  the  bnll-mnrk 
of  inefficient  maungcuient. 

"  Obsolete  uiachinery  is  the  foe  of  profits,  the  brother  of  high 
cost,  and  the  friend  of  bad  methods. 

"  A  Bourbon  superintendent  who  can't  learn  Is  as  bad  and  no 
worse  than  a  Rourbon  employer  who  won't  learn. 
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Export  trade  begins  at  home.  In  your  own  shop,  and  first 
with  the  head  of  it  To  get  ft  bring  your  wages  and  output  up — 
your  costs  and  prices  down;  know  what  is  doing  in  your  own 
plant  and  you  can  smile  at  a  competing  world. 

"When  you  have  good  stuff  to  sell,  well  and  cheaply  made, 
properly  designed,  and  of  regular  quality,  well  packed,  you  will 
have  no  trouble  to  sell  it  abroad.  What  one  country  or  market 
won't  take  another  will.  It's  a  large  world.  Export  trade  is 
not  an  *  easy  snap,'  but  it  is  a  necessary  filler.  Our  shops  are 
built  to  run,  to  produce,  and  the  money  of  Argentina  will  btiy 
bread  and  cheese  in  Cincinnati. 

"  When  things  are  dull  at  home,  why  cut  off  our  earnings  at 
the  root?  A  large  market  is  better  than  a  little  one.  The 
balanced  demand  of  all  the  earth  is  steadier  than  the  needs  of 
any  one  country,  however  large.  There  is  room  in  many  lands 
to  do  what  is  not  now  done  at  all,  or  to  do  better  what  is  now 
ill  done. 

"  Finally,  gentlemen,  I  have  not  sought  to  deal  with  details 
but  with  essentials,  and  the  most  essential  thing  in  our  shop  is, 
or  ought  to  be,  ourselves.  Therefore  I  have  tried  plainly  to 
egeak  to  you  of  our  own  needs  for  self-help — the  same  thing  in 
our  industrial  life  that  we  teach  our  children  in  our  private 
lives.    Let  us  therefore  lay  down  certain  laws  for  ourselves : 

"  A  thing  is  not  right  because  we  do  it. 

**  A  method  is  not  good  because  we  use  it. 

"  Equipment  is  not  the  best  because  we  own  it 

"  The  wisest  of  us  has  much  to  learn. 

'*  None  of  us  can  afford  to  be  deceived  about  our  own  affairs. 

"It  is  better  by  self-criticism  to  find  and  correct  our  own 
faults  than  to  have  our  customers  do  it  for  us. 

"  It  is  a  sound  law  of  the  business  world — *  To  thine  own  self 
be  true  and  it  shall  follow  as  the  night  the  day :  Thou  canst  not 
tlien  be  false  to  any  man.' 

**  And  I  end  as  I  began.  To  get  by  the  law  of  gouge  and  grasp 
is  not  true  commerce.  Against  that  law  our  enlightened  busi- 
ness sense  protests,  and  with  equal  force  it  protests  against  the 
jricMaed  assumption  that  our  business  men  are  in  any  large  part 
andcr  the  control  of  the  law  of  gouge  and  grasp. 
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"  Commerce  Is  flervlce,  the  friend  of  the  worker,  the  servant 
of  the  consumer.  I  venture  a  protest  against  the  spirit  of  attack 
tluit  far  too  much  prevails.  Criticism  should  he  a  sane  and 
sobor  i)n)ce8s.  This  Is  not  found  In  that  tyrannous  type  of  mind 
that  involves  tlHisc  who  disagree  with  it  In  torreuts  of  common 
abuse  and  denunciation.  All  arc  not  wicked  at  whom  mnd  la 
thrown,  and  righteousness  is  not  advanced  by  evil  means.  We 
believe  in  progress ;  it  is  a  law  of  business  to  do  so.  But  we 
believe  also  in  moderation  and  base  our  hopes  for  the  future 
on  moderate  progrcesiveness  and  on  progressive  moderation,  in 
public  as  well  ns  in  business  affairs.** 
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IN  THE 


COURT  OF  PUBLIC  OPINION 


In  the  Matter  of 

Application  of  EDWIN  A.  KRAUTHOFF, 
of  Kansas  City,  Missouri,  for  appointment 
as  a  Member  of  the  Federal  Trade  Commis- 
sion, created  by  Act  of  Congress,  approved 
September  26, 1914. 


BRIEF  IN  SXTFPORT  OF  APPLICATION. 


NOV    ?*^  ^?»t4 


FOEEWOBD. 

The  passage  of  Federal  Trade  Commissioa  Act, 
in  effect  September  26,  1914,  marks  a  distinct  advance 
in  governmental  policy.     Heretofore,  it    has    been    at- 
tempted to  regulate  and  prohibit  combinations  alleged 
to  be  in  restraint  of  interstate  trade    in   one   of    two 
methods:     Either  by  proceedings  of  an  injunctive  or  a 
criminal  nature.     In  the   former,  not  imtil  after  pro- 
tracted and  expensive  litigation  were  business  men  ad- 
vised of  what  they  might  lawfully  do.     Such  litigation 
often  eventuated  in  opinions  by  a  divided  court,  as  for 
instance,  in  United  States  v.  Terminal  Railroad  Associor 
Hon  of  St.  Lotus,  224  U.  S.  383,  391,  on  the  first  hear- 
ing (four  circuit  judges  sitting)  the  court  was  equally 
divided  in  opinion;  in  United  States   v.    International 
Harvester  Go,,  214  Fed.  987,  three  circuit  judges  sitting, 
one  dissented  from  the  views  of  the  majority;  in  State 
ex  inf.  Standard  Oil  Co.,  218  Mo.  1,  465,  one  judge  dis- 
sented and  one  filed  a  separate  opinion,  on  rehearing, 
the  writer  of  the  principal  opinion  filed  a  separate  opin- 
ion, and  afterward  the  court  recanted  and  entered  an 
entirely  different  decree,  251  Mo.  271    (that   suit    was 
instituted  March  29,   1905,  218  Mo.  35.    final    decree 
June  28,  1913,  251  Mo.  271). 

In  the  instance  of  criminal  proceedings,  men  who 
from  their  point  of  view  were  endeavoring  in  good 
faith  to  engage  in  business,  found  themselves,  after 
acting  upon  the  advice  of  counsel,  stained  with  the  brand 
of  an  indictment  and  subjected  to  the  possibility  of  fine 
and  imprisonment.  The  result  of  it  all  is  that  business 
is  hindered  and  retarded.  Men  hesitate  to  do  things 
which  may  be  right,  because  they  fear  they  may  be  doing 
wrong.  As  to  the  men  who  dare,  often  illegal  combina- 
tions grow  unchecked,  producing  great  harm  and  injury 
to  the  welfare  of  the  people. 

In  a  letter  from  President  Wilson  to  Mr.  Under- 
wood, of  date  October  17,  1914,  the  President  said: 
"With  a  similar  purpose  and  in  a  like  temper,  (that  is. 


with  courage,  sincerity  and  effectiveness)  the  G>ngress 
has  sought,  in  the  Trade-Commission  bill  and  in  the 
Clayton  bill,  to  make  men  in  a  small  way  of  business 
as  free  to  succeed  as  men  in  a  big  way,  and  to  kill 
monopoly  in  the  seed.  ♦  ♦  *  With  this  new  legisla- 
tion there  is  clear  and  sufficient  law  to  check  and  destroy 
the  noxious  growth  in  its  infancy.  Monopolies  are  built 
up  by  unfair  methods  of  competition,  and  the  new  Trade 
Commission  has  power  to  forbid  and  prevent  unfair 
competition,  whether  upon  a  big  scale  or  upon  a  little; 
whether  just  begun  or  grown  dd  and  formidable." 

It  is  apparent  from  a  study  of  the  subject  that  it 
was  the  intention  of  Congress  to  prevent  combinations 
in  restraint  of  trade,  it  was  not  trade,  but  the  restraint 
thereof,  which  was  sought  to  be  prevented.  Hence,  the 
spirit  of  the  law  should  be  made  manifest,  a  law  should 
not  be  so  construed  as  itself  to  be  in  restraint  of  trade. 
The  people  have  long  wished  for  the  enactment  of  a  law 
whereby  business  men  could,  with  safety,  proceed  along 
approved  lines  and  be  free  to  extend  their  sphere  of 
activities  without  fear  of  legal  complications. 

It  is  especially  important  that  the  Commission  be 
actuated  with  the  spirit  which  prompted  Mansfield  to 
crystallize  into  rules  of  law,  correct  princii^es  of  busi- 
ness practice,  and  Marshall  to  make  of  the  Constitution 
a  thing  of  life. 

It  has  been  my  constant  eflFort,  in  my  contact  with 
business  men  and  problems  of  a  commercial  nature  to 
demonstrate  the  growth  of  law,  to  realize  that  law  is 
made  for  people,  not  people  for  the  law,  that  law  is  a 
means  to  an  end,  and  that  end  is  harmony  and  efficiency, 
and  that  the  law  of  a  country  is  the  welfare  of  a  people 
being  revealed  in  rules  of  action. 

Edwin  A.  Krauthoff. 


In  the  Matter  of 

Application  of  EDWIN  A.  KRAlJTHUfT, 
of  Kansas  Oitji  Missouri,  for  appointment 
as  a  Member  of  the  Fedeial  Trade  Commis- 
sion, created  by  Act  of  Congress,  approved 
September  26, 1914. 


BRDBT  IN  SUPPORT  OF  APPLICATION. 

EDWIN  A.  KRAUTHOFF,  Attorney  at  Law, 
Kansas  City,  Missouri,  is  presenting  his  name  to  the 
President  of  the  United  States  for  appointment  as  a 
member  of  the  Commission  created  by  the  Federal  Trade 
Commission  Act.  Hereinafter,  will  be  found  an  analy- 
sis of  this  Act,  and  a  complete  copy  of  the  same. 

Mr.  Krauthoff  was  born  at  the  City  of  Jefferson, 
Mo.,  May  26,  1869.  Prior  to  September,  1886,  he  had 
a  commercial  experience  extending  over  a  period  of 
nearly  four  years. 

In  the  month  named,  he  entered  the  study  of  law  in 
the  office  of  Smith,  Silver  &  Brown,  in  the  City  of  Jeffer- 
son, Mo.  Of  that  firm,  Jackson  L.  Smith  was  formerly 
Attorney  General  of  Missouri  and  afterwards  Judge  of 
the  Kansas  City  Court  of  Appeals.  Frank  M.  Brown 
at  the  time  was  Reporter  of  the  Supreme  Court  of  Mis- 
souri. Mr.  Krauthoff  assisted  Mr.  Brown  in  his  work 
and  during  his  connection  with  this  firm  became  Secre- 
tary- of  two  building  and  loan  associations. 

In  January,  1890,  Mr.  Krauthoff  moved  to  Kansas 
City,  Mo.,  and  was  for  nine  years  associated  with  the 
firm  of  Karnes,  Holmes  &  Krauthoff,  composed  of 
Joseph  V.  C.  Karnes,  Daniel  B.  Holmes  and  Louis  C. 


Krauthoff.  While  connected  with  this  firm,  Mr.  Kraut- 
hoff  became  familiar  with  the  broader  questions  of  cor- 
porate organization.  The  firm  named  acted  as  cotmsel 
for  the  Kansas  City  Board  of  Trade,  Kansas  City  Live 
Stock  Exchange,  was  active  in  the  adjustment  of  the 
difficulties  between  Kansas  City  and  the  National  Water 
Works  Company,  and  in  plans  involving  the  financing  of 
the  Street  Railway  System  of  Kansas  City,  Mo.  The 
firm  represented  as  counsel  many  prominent  business 
houses  of  Kansas  City,  Mo.,  and  was  prominent  in  all 
matters  of  a  public  nature. 

In  January,  1899,  Mr.  Alexander  Xew  and  Mr. 
Krauthoff  organized  the  law  firm  of  New  &  Krauthoff. 
This  firm,  with  its  large  force  of  associates,  has  suc- 
ceeded to  a  portion  of  the  practice  of  Karnes,  Holmes 
&  Krauthoff,  and  in  addition,  Mr.  Krauthoff  has  person- 
ally devoted  himself  to  the  sdution  of  problems  growing 
out  of  relations  of  a  business  nature,  particularly  with 
respect  to  the  extension  of  credit,  the  adjustment  of  busi- 
ness difficulties,  and  the  practice  of  law  in  courts  of 
bankruptcy. 

Mr.  Krauthoff,  growing  out  of  his  early  life  at  a 
State  capital,  has  become  familiar  with  the  technique  of 
legislation.  Has  served  twice  as  chairman  of  the  Legis- 
lative Committee  of  the  Missouri  Bar  Association,  once 
by  appointment  of  Mr.  Frederick  N.  Judson  of  St.  Louis, 
Mo.,  and  once  by  appointment  of  Mr.  John  W.  Hallibur- 
ton, of  Carthage,  Mo.  He  has  served  three  times  as 
chairman  of  the  Legislative  Committee  of  the  Kansas 
City  Bar  Association.  He  has  been  twice  appointed  a 
member  of  the  National  Conference  of  the  Commission- 
ers on  Uniform  State  Laws,  once  by  Governor  Herbert 
S.  Hadley,  and  once  by  Governor  Elliot  W.  Major. 


Since  the  year  1907,  he  has  devoted  much  time  to 
the  preparation  of  an  amendment  to  the  Constitution  of 
Missouri,  regulating  the  structure  of  and  practice  in 
appellate  courts.  The  amendment  prepared  by  him  was 
approved  at  a  meeting  of  the  Bar  of  St.  Louis,  held  in 
May,  1910,  and  also  by  the  Missouri  Bar  Association  in 
July,  1910.  In  July,  1913,  the  plan  was  reformed,  elim- 
inating details,  leaving  those  to  the  legislature,  and  as 
thus  changed,  was  approved  by  the  Missouri  Bar  Associ- 
ation. 

In  June,  1914,  this  plan  was  presented  to  the  Mis- 
souri Code  Commission,  consisting  of  fifteen  lawyers  ap- 
pointed by  Governor  Major,  and  at  a  meeting  where  thir- 
teen of  the  Commission  were  present,  the  plan  was  ap- 
proved. Afterward,  the  Commission  again  considered 
the  matter  at  a  meeting  at  which  nine  of  those  attending 
the  former  meeting  were  present,  and  these  nine  unani- 
mously adhered  to  their  former  conclusion  upon  the  sub- 
ject 

Mr.  Krauthoff  was  admitted  to  the  bar  at  the  age  of 
twenty,  argued  a  case  in  the  Supreme  Court  of  Missouri 
at  the  age  of  twenty-three,  and  at  the  age  of  twenty-six 
appeared  before  Mr.  Justice  Brewer,  sitting  at  Circuit, 
at  a  hearing  wherein  such  lawyers  as  Mr.  Moorefield 
Storey,  Mr.  William  B.  Homblower  and  Mr.  Frank 
Hagerman  were  appearing  as  counsel.  The  part  Mr. 
Krauthoff  played  on  this  occasion  was  negligible,  but  it 
afforded  him  an  opportunity  at  first  hand  of  seeing  great 
lawyers  in  action. 


In  the  year  1902,  Mr.  Krauthoff  was  elected  Secre- 
tary of  the  Kansas  City  Association  of  Credit  Men,  and 
while  serving  in  that  capacity  attended  conventions  of 
the  National  Association  of  Credit  Men  at  Louisville, 
St.  Louis,  New  York,  and  Memphis.  At  the  Louisville 
Convention  he  served  on  the  Committee  on  Resolutions. 
At  the  New  York  Convention  he  addressed  the  banquet 
on  "The  Relation  of  the  Credit  Man  to  the  Lawyer." 
He  has  appeared  before  Credit  Men's  Associations  at  St. 
Louis,  St.  Joseph  and  Kansas  City,  and  assisted  before 
the  Legislatures  of  Missouri  and  Kansas  in  the  presen- 
tation of  the  Bulk  Sales  Law. 

In  1899,  Mr.  Krauthoff  became  a  member  of  the 
Commercial  Law  League  of  America.  At  that  conven- 
tion, and  at  the  subsequent  conventions  of  1900,  1901, 
and  1904,  Mr.  Krauthoff  was  elected  Recording  Secre- 
tary of  the  League.  In  the  year  1909,  he  was  elected  a 
member  of  the  Executive  Committee,  and  in  the  year 
1910,  he  spoke  at  the  banquet  of  the  League,  the  subject 
of  his  address  being  *'An  Ideal  Reality." 

At  the  1913  convention  of  the  League,  he  was 
elected  president  of  the  organization. 

In  his  work  as  a  member  of  the  League,  Mr. 
Krauthoff  presented  at  the  1913  convention  a  revision  of 
the  National  Bankruptcy  Law.  In  addressing  the  con- 
vention, Mr.  Krauthoff  said: 

'*It  is  now  suggested  that  another  step  in  ad- 
vance be  taken :  That  we  come  to  realize  the  word 
'Bankrupt'  is  obsolete.  That  no  longer  is  one  who 
is  indebted  and  who  is  unable  to  pay  the  same,  re- 


garded  in  the  light  in  which  a  Bankrupt  was  form- 
erly regarded.  That,  after  all,  though  the  poet 
may  observe — 

'What's  in  a  name?    A  rose  by  any  other 
name  would  smell  as  sweet,' 

nevertheless  the  influence  of  nomenclature  is  con- 
trolling, and  though  we  who  understand  the  situ- 
ation may  know  that  a  bankrupt  is  not  what  the 
literal  derivation  of  the  name  may  imply,  yet,  those 
who  do  not  understand — those  who  are  burdened 
with  a  sense  of  debt,  those  who  hear  perhaps  for 
the  first  time,  to  them,  the  strange  sounding  words 
'Bankruptcy  Law,'  or,  who  have  in  memory  the 
thought  that  some  disgrace  attaches  to  the  act  of 
becoming  a  bankrupt,  find  it  difficult  to  understand 
that  the  law  upon  the  subject  of  bankruptcy  is  made 
for  the  relief  of  the  honest  debtor;  that  it  is.  after 
all,  but  an  echo  of  the  immortal  invitation — 

'Come  unto  me  all  ye  that  labor  and  are 
heavy  laden,  and  I  will  give  you  rest.' 

"And,  in  this  spirit  it  is  our  privilege  to  say 
that  the  word  'Bankruptcy'  shall  disappear  from 
American  Jurisprudence.  That,  in  its  stead  shall 
be  introduced  the  word  'Adjustment/  which  brings 
in  its  train,  not  the  thought  of  failure,  not  the 
thought  of  disgrace,  but  the  thought  of  bringing 
things  to  a  just  status;  the  thought  of  manifesting 
justice;  for,  after  all,  justice  is  the  natural  right, 
the  natural  condition,  the  inherent  principle  of  ex- 
istence. 

"And  having  reached  the  point  in  our  thought, 
where  we  may  think  of  the  law  as  an  Adjustment 
law.  and  in  our  effort  to  express  our  notion  of  the 
justice  of  the  situation,  for,  after  all,  human  law 
has  been  defined  as  the  conscious  effort  of  the  peo- 
ple to  obtain  justice,  we  may  then  ask  ourselves,  by 
what  right  do  we  assume  to  adjudge  an  individual 
bankrupt?    The  individual  does  not  fail,  the  indi- 


vidual  is  a  creature  of  infinite  love,  and  love  never 
faileth,  hence  the  creature  of  love  cannot  fail.  The 
man,  himself,  as  Bums  would  say —  'is  a  man  for 
a'  that;'  and  to  enter  an  adjudication  to  the  effect 
that  an  individual  is  a  bankrupt,  and  then  continue 
in  court  a  proceeding  in  which  that  individual  is 
continuously  referred  to  as  a  bankrupt,  is  not  in  ac- 
cord with  the  enlightened  views  which  are  now  en- 
tertained in  regard  to  the  justice  which  should  and 
docs  prevail  in  such  a  proceeding ;  and  instead  of  the 
individual  being  adjudicated  a  bankrupt,  it  is  pro- 
posed that  in  this  new  National  Adjustment  Law 
the  thought  of  the  individual  shall  be  eliminated, 
and  the  decree  which  is  entered  shall  be  to  the  effect 
that  the  estate  of  which  the  individual  who  re- 
sponds to  the  proceeding  either  voluntarily  or  in- 
voluntarily is  possessed  of  the  legal  tide,  is  de- 
clared subject  to  the  operation  of  the  law ;  in  other 
words,  the  court  is  to  deal  with  the  estate  which 
comes  into  possession  of  the  court,  not  with  the  in- 
dividual ;  for,  after  all,  there  is  nothing  which  the 
court  may  do  to  the  individual  except  as  an  inci- 
dent to  the  administration  of  the  estate.  All  the 
individual  can  be  compelled  to  do  is  to  deliver  into 
the  possession  of  the  court  the  estate  of  which  he  is 
in  the  possession. 

"But  what  of  the  discharge?  Again,  the  new 
law  does  not  carry  with  it  the  idea  of  granting  an 
individual  a  discharge.  So  far  as  the  individual  is 
concerned,  he  personally  owes  the  debts  after  the 
proceeding  is  instituted  just  as  before.  This  is  but 
another  way  of  stating  the  proposition  now  prevail- 
ing, that  notwithstanding  an  adjudication  and  dis- 
charge in  bankruptcy,  nevertheless  the  debtor  may 
waive  the  privilege  accorded  him  by  the  law  and  ac- 
knowledge the  debt  and  become  liable  therefor. 
The  theory  of  the  new  law  is  that  the  individual, 
as  such,  is  never  discharged  from  the  debt  which 
he  has  contracted,  but  the  law  in  the  interest  of  the 


general  welfare,  and  in  order  that  the  individual 
may  become  active  in  life,  does  provide  that  any 
property  which  he  may  acquire  after  the  filing  of 
the  petition  shall  be  exempt  from  judicial  process 
in  actions  to  recover  debts  previously  contracted." 

In  speaking  of  the  administration  of  which  Mr. 
Krauthoff  was  the  official  head,  Mr.  Sprag^e,  the  Secre- 
tary, has  said: 

"The  League  has  had  a  phenomenal  year. 
Every  record  has  been  broken.  The  spirit  of  the 
League  is  fine.    We  have  entered  an  era  of  action." 

After  the  1914  convention  of  the  League,  Mr. 
KrauthoflF  received  a  letter  from  Mr.  Thomas  \V.  Shel- 
ton  of  Norfolk,  Va.,  Chairman  of  the  Committee  of 
American  Bar  Association  on  Uniform  Legal  Proced- 
ure, who  attended  the  convention.  From  this  letter  we 
quote : 

"It  was  a  great  meeting  over  which  you  pre- 
sided and  you  had  the  good  luck  to  manage  it  well 
without  tyranny.  Presiding  over  a  good-natured, 
friendly  but  critical  audience  is  a  difficult  undertak- 
ing. You  left  a  good  taste  in  the  mouth  of  every 
person  coming  under  my  observation  as  well  as  a 
wholesome  respect.  *  *  *  i  want  to  thank 
you  also  for  the  resolution,  the  passage  of  which 
you  brought  about." 

As  president  of  the  League,  Mr.  Krauthoff  deliv- 
ered six  lectures  before  the  law  school  of  the  University 
of  Kansas.    In  the  first  lecture,  Mr.  Krauthoff  said : 

"The  thought  that  we  desire  to  bring  out  is 
that,  after  all.  commerce  is  the  life  of  a  nation;  that 
a  student  of  history  in  analyzing  the  cause  of  the 


8 


growth  and  of  the  decline  of  nations,  will  remem- 
ber that  the  nations  of  the  Mediterranean,  the  na- 
tions of  Rome  and  Venice  and  Phenicia,  were  glor- 
ious so  long  as  their  commerce  was  great,  and  was 
prosperous.  It  was  the  desire  to  find  a  route  to 
India,  that  impelled  Columbus  to  start  upon  that 
westward  course  that  resulted  in  the  discovery  of 
America.  Recently  in  reading  in  that  series  of 
books  known  as  the  'Beacon  Lights  of  History,'  in 
the  article  upon  the  Feudal  System,  the  writer,  in 
describing  the  condition  of  affairs  as  it  obtained  in 
the  middle  ages  upon  the  continent  of  Europe,  in 
picturing  the  general  stagnation  which  was  on  every 
hand,  added  as  a  cap-sheaf  to  the  things  which  had 
preceded  it,  this  suggestion:  There  was  no  com- 
merce. 

"And  if  we  may  imagine  ourselves  living  in  a 
community  in  which  there  is  no  commerce,  we  shall 
have  some  idea  of  what  a  potent  force  and  factor 
commerce  is  in  the  lives  of  peoples  and  in  the  lives 
of  nations.  The  student  of  the  Common  Law  of 
England  who  fails  to  take  note  of  the  fact  that  it 
is  designed  for  a  trading  people,  will  have  but  little 
appreciation  of  the  underlying  philosophy  of  that 
law.  You  will  find,  if  you  have  not  already  done 
so  in  your  studies,  in  the  reported  cases  upon  the 
subject  of  commercial  law,  constant  reference  to 
the  custom  of  merchants.  You  will  find  constant 
suggestions  that  a  rule  contended  for  in  a  particu- 
lar case  cannot  be  laid  down,  because  the  establish- 
ment of  such  a  rule  would  interfere  with  the  doing 
of  business.  It  is  to  the  glory  of  men  like  Lord 
Mansfield,  that  they  thought  it  not  beneath  them- 
selves to  become  acquainted  with  the  custom  of 
merchants.  It  is  related  of  the  great  Mansfield,  of 
whom  many  say  he  is  the  father  of  the  Law  Mer- 
chant as  administered  in  England,  that  he  would 
summon  a  jury  of  business  men,  and  when  it  came 
to  a  question  arisinjj  under  that  law,  he  would  turn 


to  the  jury  and  say,  'Gentlemen,  what  is  the  custom 
of  merchants?*  He  would  dine  with  members  of 
these  juries  which  he  had  selected,  and  at  first  hand 
learn  from  them  the  manner  in  which  men  of  mer- 
cantile affairs  did  their  business.  Because,  after 
all,  as  Mr.  Justice  Holmes  of  the  Supreme  Court  of 
the  United  States  has  said  in  his  book  on  the  Com- 
mon Law,  the  life  of  the  Common  Law  has  not 
been  logic,  it  has  been  experience.  You  may  be  the 
most  abstruse  and  learned  lawyer  in  the  world ;  you 
may  sit  in  your  office  and  you  may  dazzle  your 
client  with  a  display  of  your  learning,  and  of  your 
ability,  but  at  the  end  of  it  all,  he  will  turn  to  you 
and  say,  'Well,  if  that  is  true  I  cannot  make  this 
contract  and  I  will  lose  the  money  that  I  might  earn 
if  I  had  made  it.'  So  it  becomes  necessary  for  you 
to  make  of  the  law,  not  a  thing  apart  from  the  rest 
of  the  world,  not  to  regard  it  as  a  profession  which 
is  exclusive,  but  to  remember  that  you  are  to  be  of 
service  to  the  business  community,  in  order  that 
through  your  service  and  through  your  advice  and 
through  your  aid,  business  may  be  done." 
Again,  Mr.  Krauthoff  said: 

"Of  course,  when  Robinson  Crusoe  was  alone 
upon  an  island,  there  was  no  commerce.  When 
Goldsmith  wrote  'The  Deserted  Village'  and  spoke 
of 

*A  time  there  was,    ere    England's 

griefs  began. 
When  every   rood   of  ground   main- 

tain'd  its  man,' 

he  had  no  idea  of  modem  commerce.    He  spoke  in 
this  wise: 

'But  times  are  alter'd:  trade's  unfeel- 
ing train 

Usurp  the  land,  and  dispossess  the 
swain.' 


10 


"And  wc  may  know  in  our  modern  understand- 
ing of  trade  and  commerce,  that  that  is  the  thing 
which  makes  our  life  glorious,  that  it  is,  as  we  in- 
timated a  moment  ago,  not  merely  an  exchange  of 
goods,  wares  and  merchandise,  but  it  is  an  exchange 
of  ideas  and  intelligence  and  information,  and  that 
it  may  be  likened  to  the  shuttle  that  is  going  to 
and  fro  in  the  loom  weaving  into  the  warp  and 
woof  of  our  national  existence,  that  unity  of  pur- 
pose, that  harmony  of  thought  which  makes  our 
existence  as  a  nation  possible/' 

Mr.  Krauthoff  further  said : 

"We  have  thought,  that  it  might  be  of  value 
to  the  law  schools  of  the  country,  by  bringing  to 
the  young  men  who  are  at  school,  not  the  thought 
of  how  to  know  law,  because  that  thought  is  very 
fully  and  very  accurately  developed,  but  to  bring 
to  you  some  suggestion  in  the  course  of  these  lec- 
tures, as  to  how  you  may  know  to  be  lawyers,  and 
being  lawyers,  as  I  said  in  the  beginning,  of  ser- 
vice to  your  clients  in  all  of  the  manifold  activ- 
ities in  which  they  may  engage,  and  we  have  cOTfie 
to  you  to  give  to  you  out  of  that  store  of  our  ex- 
perience, that  which  many  of  us  have  taken  years 
to  acquire,  which  has  cost  us  much  time  and  some 
money  to  learn,  and  which,  so  far  as  we  are  ad- 
vised, is  not  at  present  taught  in  any  institution 
of  learning,  in  order  that  you  of  the  future  who 
may  have  this  way  to  tread,  may  not  have  some 
of  the  difficulties,  may  not  have  some  of  the  ex- 
periences, may  not  suffer  some  of  the  things  that 
we  have  suffered,  and  that  there  may  go  out  into 
the  world  a  class  of  lawyers  who  may  relieve  the 
profession  of  the  charge  to  which  it  is  now  sub- 
jected, that  of  a  profession  of  stagnation,  that  of 
a  profession  in  which  delay  both  in  courts  and  else- 
where seems  to  be  the  cardinal  principle,  and  go 
out  and  remember  that  as  lawvers,  the  chief  est  of 
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us  is  he  who  serves.  We  come  not  to  destroy  the 
law  but  to  fulfill  it,  and  in  order  to  fulfill  the  law, 
we  must  know  'that  the  very  least  does  feel  its 
care,  and  that  the  very  greatest  are  not  exempt 
from  its  power/  that  we  can  know,  it  is  not  now 
a  rule  of  action  which  may  proceed  from  a  superior, 
commanding  that  which  is  right  and  forbidding  that 
which  is  wrong,  but  that  law,  as  applied  to  the 
conduct  of  daily  affairs,  is  that  which  the  ordi- 
nary man  believes  to  be  the  very  right  and  the 
very  justice  of  the  situation,  applied  in  such  a  way 
as  to  make  possible  the  doing  of  business.' 
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At  the  suggestion  of  Mr.  Krauthoff,  a  committee 
was  appointed  to  present  to  the  Convention,  a  code  of 
rules  and  regulations  for  the  practice  of  commercial  law. 
In  the  report,  Mr.  McGilton  of  Omaha,  Nebr.,  quoted 
from  the  lecture  of  Mr.  Krauthoff,  hereinbefore  men- 
tioned. 

Mr.  KrauthoflF  was  instrumental  in  the  preparation 
of  a  resolution  offered  to  the  National  Association  of 
Credit  Men,  looking  toward  the  co-operation  with  organi- 
zations of  lawyers,  relative  to  the  improvement  in  con- 
ditions attending  the  practice  of  law.  This  resolution  was 
adopted  by  the  Credit  Men  and  then  on  motion  of  Mr. 
Krauthoff ,  adopted  unanimously  by  the  League. 

Upon  his  election  to  the  office  of  president  of  the 
League,  it  was  said  of  Mr.  KrauthofT  by  the  Mercantile 
Adjuster,  St.  Louis,  Mo: 

"Mr.  Krauthoff  combinen  in  a  rare  degree  the 
qualities  of  a  student  and  a  business  man.  Learned 
in  the  law  and  a  close  thinker,  he  is  none  the  less 
ready  in  his  applications  of  its  principles  to  the  af- 
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fairs  of  every  day  life.  Aggressive  and  practical, 
as  he  has  shown  himself,  in  many  ways,  he  will 
impress  himself  upon  the  history  of  the  League 
and  through  it  upon  the  commercial  law  world — 
probably  his  influence  will  not  stop  there." 

In  the  administration  of  President  Vose,  Mr.  Kraut- 
hoff  served  as  chairman  of  the  Committee  on  Grievances. 
At  the  1913  Convention  of  the  League,  Mr.  Krauthoff 
opposed  the  resolution  calling  on  the  National  Adminis- 
tration to  take  some  action  in  respect  to  the  conditions 
prevailing  in  Mexico. 

Mr.  Krauthoff  has  never  been  active  in  politics 
since  1892.  In  that  year  he  took  an  active  part  in  the 
conduct  of  the  campaign,  assisting  the  Democratic  Coun- 
ty Committee  of  Jackson  County,  Missouri.  Since  then, 
he  has  been  ranked  as  an  Independent,  having  in  succes- 
sion voted  for  Cleveland,  McKinley,  Roosevelt,  Taft 
and  Wilson. 

Mr.  Krauthoff  has  been  called  upon,  from  time  to 
time,  to  make  addresses  of  a  public  nature  upon  divers 
subjects,  including  sermons.  He  is  especially  interested 
in  all  problems  growing  out  of  matters  of  a  commer- 
cial nature.  He  believes  that  commerce  is  the  life  of 
the  nation,  and  the  vital  necessity  of  zealously  fostering 
and  guarding  that  life  through  every  practical  channel. 
That  commerce  should  be  free  of  restrictions 
whether  such  restrictions  be  created  by  legisla- 
tion negativing  the  free  exercise  of  commercial 
privileges,  or  by  contracts  of  a  private  nature.  He 
i>  in  favor  of  the  enactment  and  the  enforcement  of  all 
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legislation  which  tends  to  relieve  commerce  of  any 
shackles  that  may  be  attempted  to  be  placed  thereon.  He 
does  not  believe  that  business  men  in  an  effort  to  achieve 
the  manifest  destiny  of  our  civilization  are  necessarily 
criminals.  He  believes  in  prevention  and  reformation 
rather  than  punishment.  He  is  of  the  opinion  that  every 
business  man  should  be  given  an  opportunity  in  good 
faith  to  conduct  his  affairs,  upon  lines  of  which  the 
constituted  governmental  authorities  may  approve,  and 
that  no  punishment  should  be  inflicted  until  there  has 
been  disobedience  of  the  regulations  prescribed  by  com- 
petent authority. 

He  construes  the  legislation  of  which  the  Federal 
Trade  Commission  Act  is  a  part,  as  a  manifestation  of 
that  spirit  which  prompted  our  Great  Master,  "I  have 
come  to  give  you  life  and  to  give  it  unto  you  more 
abundantly." 

Commerce  must  live  in  order  that  the  people  of  the 
United  States  may  enjoy  that  "life,  liberty  and  pursuit 
of  happiness"  guaranteed  to  them  by  the  Declaration  of 
Independence.  In  order,  that  it  may  live,  the  people  of 
the  United  States,  to  use  the  language  of  our  president, 
must  have  "a  broader  understanding"  of  commercial  re- 
lations, a  higher  appreciation  of  the  underlying  propo- 
sition that  our  interests  are  not  divided,  but  that  what 
blesses  one  blesses  all,  bringing  into  our  commercial 
world  a  fuller  realization  of  that  unity  and  integrity 
which  means  strength  and  back-bone  to  our  nation. 


'^^^^ 
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THE  FEDERAL  TRADE  COMMISSION  ACT. 

Analysis. 

The  Act  of  Congress,  approved  September  26,  1914, 
commonly  called  the  Federal  Trade  Commission  Act, 
marks  a  distinctive  advance  in  the  realization  of  the 
plan  of  President  Wilson  to  regulate  interstate  com- 
merce. Attending  to  the  Act,  which  provides  for  the 
appointment  of  a  commission  to  be  known  as  the  Federal 
Trade  Commission,  to  be  composed  of  five  commissioners, 
to  be  appointed  by  the  President  and  confirmed  by  the 
Senate.  The  non-partisan  character  of  the  Commission  is 
assured  by  the  provision  that  not  more  than  three  com- 
missioners shall  be  members  of  the  same  political  party. 
The  term  of  a  commissioner  is  fixed  at  seven  years, 
the  first  five  commissioners  to  serve  for  three,  four,  five, 
six  and  seven  years  lespectively.  No  commissioner  shall 
engage  in  any  other  business,  vocation  or  employment. 

In  Section  2,  the  salary  of  the  commissioner  is  fixed 
and  it  is  provided  that  all  employees  of  the  Commission, 
excepting  the  secretary,  a  clerk  to  each  commissioner, 
the  attorneys  and  such  special  experts  and  examiners 
as  the  Commission  may  from  time  to  time,  find  neces- 
sary for  the  conduct  of  its  business,  shall  be  a  part  of 
the  classified  civil  service. 

It  is  provided  that  the  principal  office  of  the  Com- 
mission shall  be  in  the  City  of  Washington,  but  it  may 
meet  in  the  exercise  of  its  powers  at  any  other  place. 
The  Commission  may,  by  one  or  more  of  its  members, 
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or  by  such  examiner  as  it  may  designate,  prosecute  any 
inquiry  necessary  to  its  duties  in  any  part  of  the  United 
States. 

The  several  words,  "commerce,"  "corporation," 
"documentary  evidence,"  "acts  to  regulate  commerce," 
and  "anti-trust  acts"  are  defined. 

In  Section  5  it  is  provided:  "unfair  methods  of 
competition  in  commerce  are  hereby  declared  unlawful." 
The  Commission  is  empowered  and  directed  to  prevent 
persons,  partnerships  or  corporations,  except  banks  and 
common  carriers  subject  to  the  acts  to  regulate  com- 
merce, from  using  unfair  methods  of  competition  in 
commerce. 

It  is  provided  that  the  Commission  may  institute 
an  inquiry  with  respect  to  any  one  whom  the  Commis- 
sion may  have  reason  to  believe  "has  been  or  is  using 
any  unfair  method  of  competition  in  commerce."  The 
Commission  is  required  to  issue  and  serve  upon  one 
against  whom  the  Commission  is  proceeding,  a  com- 
plaint stating  the  charges  of  the  Commission  in  that 
respect  and  containing  a  notice  of  the  time  and  place 
of  hearing  "therein  fixed,  at  least  thirty  days  after  the 
service  of  said  complaint."  The  one  so  complained  of 
"shall  have  the  right  to  appear  at  the  place  and  time 
so  fixed  and  show  cause  why  an  order  should  not  be 
entered  by  the  Commission  requiring"  the  one  proceeded 
against  "to  cease  and  desist  from  the  violation  of  the 
law  so  charged  in  the  complaint."  Anyone  may  be  al- 
lowed by  the  Commission  to  intervene  and  appear  in 
said  proceeding  by  counsel  or  in  person. 
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"If  upon  such  hearing  the  Commission  shall  be  of 
the  opinion  that  the  method  of  competition  in  question 
is  prohibited  by  this  Act/'  report  in  writing  is  required 
to  be  made,  and  the  Commission  "shall  issue  and  cause 
ro  be  served"  on  the  one  proceeded  against  "an  order 
requiring  such  person,  partnership  or  corporation  to  cease 
and  desist  from  using  such  method  of  competition." 

If  the  order  of  the  Commission  is  not  obeyed,  the 
Commission  is  authorized  to  apply  to  the  Circuit  Court 
of  Appeals  of  the  United  States  "within  any  circuit 
wherein  the  method  of  competition  in  question  was  used, 
or  where  *  *  *  (the  one  proceeded  against),  re- 
sides or  carries  on  business,  for  the  enforcement  of  its 
order."  A  hearing  in  the  Court  of  Appeals  is  pro- 
vided for  and  that  tribunal  "shall  have  power  to  make 
and  enter  upon  the  pleadings,  testimony  and  proceedings 
set  forth  in  such  transcript  (that  is  the  transcript  filed 
by  the  Commission),  a  decree  affirming,  modifying  or 
setting  aside  the  order  of  the  Commission."  The  pro- 
cedure in  the  Court  of  Appeals  is  prescribed.  The  judg- 
ment and  decree  of  the  Court  of  Appeals  is  final,  except 
thpt  the  Supreme  Court  may  review  the  same  by  cer- 
tiorari, 

"Any  party  required  by  such  order  of  the  Com- 
mission to  cease  and  desist  from  using  such  method  of 
competition  may  obtain  a  review  of  such  order  in  said 
Circuit  Court  of  Appeals,  by  filing  in  the  court  a  written 
petition  praying  that  the  order  of  the  Commission  be 
set  aside."  A  copy  of  the  petition  is  required  to  be 
served  upon  the  Commission,  and  thereupon  the  Com- 


17 

mission  is  required  to  certify  and  file  in  the  Court  of 
Appeals  a  transcript  of  the  record.  "Upon  the  filing  of 
the  transcript,  the  court  shall  have  the  same  jurisdiction 
to  affirm,  set  aside,  or  modify  the  order  of  the  Commis- 
sion as  in  case  of  an  application  by  the  Commission  for 
the  enforcement  of  its  order." 

The  remedy  provided  by  the  Act  is  cumulative.  "No 
order  of  the  Commission  or  judgment  of  the  court  tu 
enforce  the  same  shall  in  any  wise  relieve  or  resolve  any 
person,  partnership  or  corporation  from  any  liability  un- 
der the  anti-trust  acts.** 

The  Commission  is  given  the  general  power  to  gath- 
er and  compile  information  concerning  any  one  engaged 
in  interstate  commerce,  excepting  banks  and  common 
carriers  subject  to  the  acts  to  regulate  commerce,  and  to 
require  reports  made  to  the  Commission.  When  any 
final  decree  has  been  entered  against  any  defendant  cor- 
poration in  any  suit  brought  by  the  United  States  to  pre- 
vent and  restrain  any  violation  of  the  anti-trust  acts,  the 
Commission  may  upon  its  own  initiative,  investigate  the 
manner  in  which  the  decree  has  been  or  is  being  carried 
out. 

Upon  the  direction  of  the  President,  or  either  House 
of  Congress,  the  Commission  is  to  investigate  the  facts 
relating  to  any  alleged  violations  of  the  anti-trust  acts 
by  any  corporation. 

"Upon  the  application  of  the  Attorney  General, 
to  investigate  and  make  recommendations  for  the 
re-adjustment  of  the  business  of  any  corporation 
alleged  to  be  violating  the  anti-trust  acts,  in  order 
that  the  corporation  may  thereafter  maintain  its 
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organization,  management  and  conduct  of  the  busi- 
ness in  accordance  with  law; 

"To  investigate,  from  time  to  time,  trade  con- 
ditions in  and  with  foreign  countries  where  asso- 
ciations, combination  or  practices  of  manufacturers, 
merchants  or  traders,  or  other  conditions,  may  affect 
the  foreign  trade  of  the  United  States,  and  report 
to  Congress  thereon,  with  such  recommendations 
as  it  deems  advisable." 

It  is  further  provided  that, 

"In  any  suit  in  equity,  brought  by  or  tmder 
the  direction  of  the  Attorney  General,  as  provided 
in  the  anti-trust  acts,  the  court  may  ♦  ♦  ♦ 
refer  said  suit  to  the  Commission,  as  a  Master  in 
Chancery,  to  ascertain  and  report  an  appropriate 
form  of  decree  therein." 

The  details  of  the  manner  in  which  the  Commission 
may  carry  out  its  powers  are  prescribed.  The  attend- 
ance of  witnesses  may  be  compelled  and  their  failure  to 
attend  may  be  punished  by  fine  or  imprisonment,  or 
both.    Other  penalties  are  provided,  and 

"Nothing  contained  in  this  Act  shall  be  con- 
strued to  prevent  or  interfere  with  the  enforcement 
of  the  provisions  of  the  anti-trust  acts,  or  the  acts 
to  regulate  commerce,  nor  shall  anything  contained 
in  the  act  be  construed  to  alter,  modify  or  repeal 
the  said  anti-trust  acts,  or  the  acts  to  regulate  com- 
merce or  any  part,  or  part  thereof." 

The  Act  is  printed  in  full  in  a  supplement  to  this 
document. 

It  is  apparent,  from  this  analysis  of  the  Act,  that 
the  personnel  of  the  Commission  to  be  appointed  by 
the  President  is  of  great  importance  to  the  people  of  the 
United  States. 
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FEDERAL  TRADE  COMMISSION  ACT. 
Public  No.  203,  63d  Congress. 

(In  effect  September  26,  1914.) 

An  Act  to  Create  a  Federal  Trade  Commission^  to 
Define  Its  Powers  and  Duties,  and  for  Other 
Purposes. 

Be  it  enacted  by  the  Senate  and  House  of  Repre- 
sentatives of  the  United  States  of  America  in  Congress 
assembled.  That  a  commission  is  hereby  created  and 
established,  to  be  known  as  the  Federal  Trade  Commis- 
sion (hereinafter  referred  to  as  the  Commission),  which 
shall  be  composed  of  five  commissioners,  who  shall  be 
appointed  by  the  President,  by  and  with  the  advice  and 
consent  of  the  Senate.  Not  more  than  three  of  the 
commissioners  shall  be  members  of  the  same  po- 
litical party.  The  first  commissioners  appointed 
shall  continue  in  office  for  terms  of  three,  four, 
five,  six  and  seven  years,  respectively,  from  the 
date  of  the  taking  effect  of  this  act,  the  term 
of  each  to  be  designated  by  the  President,  but  their 
successors  shall  be  appointed  for  terms  of  seven  years, 
except  that  any  person  chosen  to  fill  a  vacancy  shall  be 
be  appointed  only  for  the  unexpired  term  of  the  com- 
missioner whom  he  shall  succeed.  The  Commission  shall 
choose  a  chairman  from  its  own  membership.  No  com- 
missioner shall  engage  in  any  other  business,  vocation, 
or  employment.  Any  commissioner  may  be  removed  by 
the  President  for  inefficiency,  neglect  of  duty,  or  mal- 
feasance in  office.     A  vacancy  in  the  Commission  shall 
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not  impair  the  right  of  the  remaining  commissioners 
to  exercise  all  the  powers  of  the  Commission. 

The  Commission  shall  have  an  official  seal,  which 
shall  be  judicially  noticed. 

Sec.  2.  That  each  commissioner  shall  receive  a 
salary  of  $10,000  a  year,  payable  in  the  same  manner 
as  the  salaries  of  the  judges  of  the  courts  of  the  United 
States.  The  Commission  shall  appoint  a  secretary  who 
shall  receive  a  salary  of  $5,000  a  year,  payable  in  like 
manner,  and  it  shall  have  authority  to  employ  and  fix 
the  compensation  of  such  attorneys,  special  experts,  ex- 
aminers, clerks,  and  other  employees  as  it  may  from 
time  to  time  find  necessary  for  the  proper  performance 
of  its  duties  and  as  may  be  from  time  to  time  appropri- 
ated for  by  Congress. 

With  the  exception  of  the  secretary,  a  clerk  to  each 
commissioner,  the  attorneys,  and  such  special  experts  and 
examiners  as  the  Commission  may  from  time  find  nec- 
essary for  the  conduct  of  its  work,  all  employees  of  the 
Commission  shall  be  a  part  of  the  classified  civil  service, 
and  shall  enter  the  service  under  such  rules  and  regula- 
tions as  may  be  prescribed  by  the  Commission  and  by 
the  Civil  Service  Commission. 

All  of  the  expenses  of  the  Commission,  including 
all  necessary  expenses  for  transportation  incurred  by  the 
commissioners  or  by  their  employees  under  their  orders, 
in  making  any  investigation,  or  upon  official  business 
in  any  other  places  than  in  the  City  of  Washington,  shall 
be  allowed  and  paid  on  the  presentation  of  itemized 
vouchers  therefor  approved  by  the  Commission. 
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Until  otherwise  provided  by  law,  the  Commission 
may  rent  suitable  offices  for  its  use. 

The  auditor  for  the  state  and  other  departments 
shall  receive  and  examine  all  accounts  of  expenditures 
of  the  Commission. 

Sec.  3.  That  upon  the  organization  of  the  Com- 
mission and  election  of  its  chairman,  the  Bureau  of 
Corporations  and  the  offices  of  Commissioners  and  Deputy 
Commissioner  of  Corporations  shall  cease  to  exist  and 
all  pending  investigations  and  proceedings  of  the  Bureau 
of  Corporations  shall  be  continued  by  the  Commission. 

All  clerks  and  employees  of  the  said  bureau  shall  be 
transferred  to  and  become  clerks  and  employees  of  the 
Commission  at  their  present  grades  and  salaries.  All 
records,  papers,  and  property  of  the  said  bureau  shall 
become  records,  papers,  and  property  of  the  Commission, 
and  all  unexpended  funds  and  appropriations  for  the 
use  and  maintenance  of  the  said  bureau,  including  any 
allotment  already  made  to  it  by  the  Secretary  of  Com- 
merce from  the  contingent  appropriation  for  the  De- 
partment of  Commerce  for  the  fiscal  year  nineteen  hun- 
dred and  fifteen,  or  from  the  departmental  printing  fund 
for  the  fiscal  year  nineteen  hundred  and  fifteen,  shall 
become  funds  and  appropriations  available  to  be  expended 
by  the  Commission  in  the  exercise  of  the  powers,  au- 
thority, and  duties  conferred  on  it  by  this  Act. 

The  principal  office  of  the  Commission  shall  be  in 
the  City  of  Washington,  but  it  may  meet  and  exercise 
all  its  powers  at  any  other  place.  The  Commission  may, 
by  one  or  more  of  its  members,  or  by  such  examiners  as 
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It  may  designate,  prosecute  any  inquiry  necessary  to  its 
duties  in  any  part  of  the  United  States. 

Sec.  4.  That  the  words  defined  in  this  section 
shall  have  the  following  meaning  when  found  in  this 
Act,  to-wit : 

"Commerce"  means  commerce  among  the  several 
states  or  with  foreign  nations,  or  in  any  territory  of  the 
United  States  or  in  the  District  of  Columbia,  or  be- 
tween any  such  territory  and  another,  or  between  any 
such  territory  and  any  state  or  foreign  nation,  or  be- 
tween the  District  of  Columbia  and  any  state  or  territory 
or  foreign  nation. 

"Corporation"  means  any  company  or  association 
incorporated  or  unincorporated,  which  is  organized  to 
carry  on  business  for  profit  and  has  shares  of  capital 
or  capital  stock,  and  any  company  or  association,  in- 
corporated or  unincorporated,  without  shares  of  capital  or 
capital  stock,  except  partnerships,  which  is  organized  to 
carry  on  business  for  its  own  profit  or  that  of  its  mem- 
bers. 

"Documentary  evidence"  means  all  documents,  pa- 
pers, and  correspondence  in  existence  at  and  after  the 
passage  of  this  Act. 

"Acts  to  regulate  commerce"  means  the  Act  en- 
titled "An  Act  to  regulate  commerce/'  approved  Feb- 
ruar>'  fourteenth  (fourth?),  eighteen  hundred  and  eighty- 
seven,  and  all  Acts  amendator)'  thereof  and  supple- 
mentary thereto. 

"Antitrust  Acts"  means  the  Act  entitled  "An  Act 
to  protect  trade   and  commerce  against  unlawful  tc- 
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straints  and  monopolies,"  approved  July  second,  eight- 
een hundred  and  ninety;  also  the  sections  seventy-three 
to  seventy-seven,  inclusive,  of  an  Act  entitled  "An  Act 
to  reduce  taxation,  to  provide  revenue  for  the  Govern- 
ment,  and  for  other  purposes,"  approved  August  twenty- 
seventh,  eighteen  hundred  and  ninety-four;  and  also  the 
Act  entitled  "An  Act  to  amend  sections  seventy-three 
and  seventy-six  of  the  Act  of  August  twenty-seventh, 
eighteen  hundred  and  ninety-four,  entitled  *An  Act  to 
reduce  taxation,  to  provide  revenue  for  the  Government, 
and  for  other  purposes,'  "  approved  February  twelfth, 
nineteen  hundred  and  thirteen. 

Sec.  5.  That  unfair  methods  of  competition  in  coffi- 
merce  are  hereby  declared  unlawful. 

The  Commission  is  hereby  empowered  and  directed 
to  prevent  persons,  partnerships,  or  corporations,  except 
banks,  and  common  carriers  subject  to  the  Acts  to  regu- 
late commerce,  from  using  unfair  methods  of  competi- 
tion in  commerce. 

Whenever  the  Commission  shall  have  reason  to  be- 
lieve that  any  such  person,  partnership,  or  corporation 
has  been  or  is  using  any  unfair  method  of  competition 
in  commerce,  and  if  it  shall  appear  to  the  Commission 
that  a  proceeding  by  it  in  respect  thereof  would  be  to 
the  interest  of  the  public^  it  shall  issue  and  serve  upon 
such  person,  partnership,  or  corporation  a  complaint 
stating  its  charges  in  that  respect,  and  containing  a  no- 
tice of  a  hearing  upon  a  day  and  at  a  place  therein  fixed 
at  least  thirty  days  after  the  service  of  said  complaint. 
The  person,  partnership,  or  corporation  so  complained 
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of  shall  have  the  right  to  appear  at  the  place  and  time 
so  fixed  and  show  cause  why  an  order  should  not  be 
entered  by  the  Commission  requiring  such  person,  part- 
nership or  corporation  to  cease  and  desist  from  the  vio- 
lation of  the  law  so  charged  in  said  complaint.  Any 
person,  partnership,  or  corporation  may  make  applica- 
tion, and  upon  good  cause  shown  may  be  allowed  by 
the  Commission,  to  intervene  and  appear  in  said  pro- 
ceeding by  counsel  or  in  person.  The  testimony  in  any 
such  proceeding  shall  be  reduced  to  writing  and  filed 
in  the  office  of  the  Commission.  If  upon  such  hearing 
the  Commission  shall  be  of  the  opinion  that  the  method 
of  competition  in  question  is  prohibited  by  this  Act,  it 
shall  make  a  report  in  writing  in  which  it  shall  state  its 
findings  as  to  the  facts,  and  shall  issue  and  cause  to 
be  served  on  such  person,  partnership,  or  corporation  an 
order  requiring  such  person,  partnership,  or  corporation 
to  cease  and  desist  from  using  such  method  of  compe- 
tition. Until  a  transcript  of  the  record  in  such  hear- 
in^  shall  have  been  filed  in  a  Circuit  Court  of  Appeals  of 
the  United  States,  as  hereinafter  provided,  the  Com- 
mission may  at  any  time,  upon  such  notice  and  in  such 
manner  as  it  shall  deem  proper,  modify  or  set  aside, 
in  whole  or  in  part,  any  report  or  any  order  made  or 
issued  by  it  under  this  section. 

If  such  person,  partnership,  or  corporation  fails 
or  neglects  to  obey  such  order  of  the  Commission  while 
the  same  is  in  effect,  the  Commission  may  apply  to  the 
Circuit  Court  of  Appeals  of  the  United  States,  within 
any  circuit  where  the  method  of  competition  in  ques- 
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tion  was  used  or  where  such  person,  partnership,  or 
corporation  resides  or  carries  on  business,  for  the  en- 
forcement of  its  order,  and  shall  certify  and  file  with 
its  application  a  transcript  of  the  entire  record  in  the 
proceeding,  including  all  the  testimony  taken  and  the 
report  and  order  of  the  commission.  Upon  such  fil- 
ing of  the  application  and  transcript,  the  court  shall  cause 
notice  thereof  to  be  served  upon  such  person,  partner- 
ship, or  corporation  and  thereupon  shall  have  jurisdic- 
tion of  the  proceeding  and  of  the  question  determined 
therein,  and  shall  have  power  to  make  and  enter  upon 
the  pleadings,  testimony,  and  proceedings  set  forth  in 
such  transcript  a  decree  affirming,  modifying,  or  setting 
aside  the  order  of  the  Commission.  The  findings  of 
the  Commission  as  to  the  facts,  if  supported  by  testi- 
mony, shall  be  conclusive.  If  either  party  shall  apply 
to  the  court  for  leave  to  adduce  additional  evidence, 
and  shall  show  to  the  satisfaction  of  the  court  that  such 
additional  evidence  is  material  and  that  there  were  rea- 
sonable grounds  for  the  failure  to  adduce  such  evidence 
in  the  proceeding  before  the  Commission,  the  court  may 
order  such  additional  evidence  to  be  taken  before  the 
Commission  and  to.be  adduced  upon  the  hearing  in  such 
manner  and  upon  such  terms  and  conditions  as  to  the 
court  may  seem  proper.  The  Commission  may  modify 
its  findings  as  to  the  facts,  or  make  new  findings,  by 
reason  of  the  additional  evidence  so  taken,  and  it  shall 
file  such  modified  or  new  findings,  which,  if  supported 
by  testimony,  shall  be  conclusive,  and  its  recommenda- 
tion, if  any,   for  the  modification  or  setting  aside  of 
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its  original  order,  with  the  return  of  such  additional 
evidence.  The  judgment  and  decree  of  the  court  shall 
be  final  except  that  the  same  shall  be  subject  to  review 
by  the  Supreme  Court  upon  certiorari  as  provided  in 
section  two  hundred  and  forty  of  the  Judicial  Code. 

Any  party  required  by  such  order  of  the  Ccwnmis- 
sion  to  cease  and  desist  from  using  such  method  of  com- 
petition may  obtain  a  review  of  such  order  in  said  Cir- 
cuit Court  of  Appeals  by  filing  in  the  court  a  written  peti- 
tion praying  that  the  order  of  the  Commission  be  set 
aside.  A  copy  of  such  petition  shall  be  forthwith  served 
upon  the  Commission,  and  thereupon  the  Commission 
forthwith  shall  certify  and  file  in  the  court  a  transcript 
of  the  record  as  hereinbefore  provided.  Upon  the  filing 
of  the  transcript  the  court  shall  have  the  same  juris- 
diction to  affirm,  set  aside,  or  modify  the  order  of  the 
Commission  as  in  the  case  of  an  application  by  the  Com- 
mission for  the  enforcement  of  its  order,  and  the  findings 
of  the  Commission  as  to  the  facts,  if  supported  by  tes- 
timony, shall  in  like  manner  be  conclusive. 

The  jurisdiction  of  the  Circuit  Court  of  Appeals  of 
the  United  States  to  enforce,  s*et  aside  or  modify  orders 
of  the  Commission  shall  be  exclusive. 

Such  proceedings  in  the  Circuit  Court  of  Appeals 
shal  be  given  precedence  over  other  cases  pending  there- 
in, and  shall  be  in  every  way  expedited.  No  order  of  the 
Commission  or  judgment  of  the  court  to  enforce  the 
same  shall  in  any  wise  relieve  or  absolve  any  person, 
partnership,  or  corporation  from  any  liability  under  the 
anti-trust  Acts. 


27 

Complaints,  orders,  and  other  processes  of  the  Com- 
mission under  this  section  may  be  served  by  anyone 
duly  authorized  by  the  Commission,  either  (a)  by  de- 
livering a  copy  thereof  to  the  person  to  be  served,  or 
to  a  member  of  the  partnership  to  be  served,  or  to  the 
president,  secretary,  or  other  executive  officer  or  a  di- 
rector of  the  corporation  to  be  served;  or  (b)  by  leav- 
ing a  copy  thereof  at  the  principal  office  or  place  of 
business  of  such  person,  partnership,  or  corporation; 
or  (c)  by  registering  and  mailing  a  copy  thereof  ad- 
dressed to  such  person,  partnership,  or  corporation  at 
his  or  its  principal  office  or  place  of  business.  The 
verified  return  by  the  person  so  serving  said  complaint, 
order,  or  other  process  setting  forth  the  manner  of  said 
service  shall  be  proof  of  the  same,  and  the  return  post 
office  receipt  for  said  complaint,  order,  or  other  pro- 
cess registered  and  mailed  as  aforesaid  shall  be  proof 
of  the  service  of  the  same. 

Sec.  6.  That  the  Commission  shall  also  have  power : 
(a)  To  gather  and  compile  information  concern- 
ing, and  to  investigate  from  time  to  time  the  organization, 
business,  conduct,  practices,  and  management  of  any 
corporation  engaged  in  commerce,  excepting  banks  and 
common  carriers  subject  to  the  Act  to  regulate  commerce, 
and  its  relation  to  other  corporations  and  to  individuals, 
associations,  and  partnerships. 

(b)  To  require,  by  general  or  special  orders, 
coiporations  engaged  in  commerce,  excepting  banks,  and 
common  carriers  subject  to  the  Act  to  regulate  commerce, 
or     any     class     of     them,     or     any     of     them,     re- 
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spectively,  to  file  with  the  Commission  in  such 
form  as  the  Commission  may  prescribe  annual  or 
special,  or  both  annual  and  special,  reports  or  answers 
in  writing  to  specific  questions,  furnishing  to  the  Com- 
mission such  information  as  it  may  require  as  to  the  or- 
ganization, business,  conduct,  practices,  management,  and 
relation  to  other  corporations,  partnerships,  and  indi- 
viduals of  the  respective  corporations  filing  such  reports 
or  answers  in  writing.  Such  reports  and  answers  shall 
be  made  under  oath,  or  otherwise,  as  the  Commission 
may  prescribe,  and  shall  be  filed  with  the  Commission, 
within  such  reasonable  period  as  the  Commission  may 
prescribe,  unless  additional  time  be  granted  in  any  case 
by  the  Commission. 

(c)  Whenever  a  final  decree  has  been  entered 
against  any  defendant  corporation  in  any  suit  brought 
by  the  United  States  to  prevent  and  restrain  any  violation 
of  the  anti-trust  Acts,  to  make  investigation,  upon  its 
own  initiative,  of  the  manner  in  which  the  decree  has 
been  or  is  being  carried  out,  and  upon  the  application  of 
the  Attorney  General  it  shall  be  its  duty  to  make  such 
investigation.  It  shall  transmit  to  the  Attorney  General 
a  report  embodying  its  findings  and  recommendations 
as  a  result  of  any  such  investigation,  and  the  report  shall 
be  made  public  in  the  discretion  of  the  Commission. 

(d)  Upon  the  direction  of  the  President  or  either 
House  of  Congress  to  investigate  and  report  the  facts 
relating  to  any  alleged  violations  of  the  anti-trust  Acts 
by  any  corporation. 
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(e)  Upon  the  application  of  the  Attorney  General 
to  investigate  and  make  recommendations  for  the  re-ad- 
justment of  the  business  of  any  corporation  alleged  to 
be  violating  the  anti-trust  Acts  in  order  that  the  corpor- 
ation may  thereafter  maintain  its  organization,  manage- 
ment, and  conduct  of  business  in  accordance  with  law. 

(f)  To  make  public  from  time  to  time  such  por- 
tions of  the  information  obtained  by  it  hereunder.  Ex- 
cept trade  secrets  and  names  of  customers,  as  it  shall 
deem  expedient  in  the  public  interest;  and  to  make  an- 
nual and  special  reports  to  the  Congress  and  to  submit 
therewith  recommendations  for  additional  legislation ; 
and  to  provide  for  the  publication  of  its  reports  and  de- 
cisions in  such  form  and  manner  as  may  be  best  adapted 
for  public  information  and  use. 

(g)  From  time  to  time  to  classify  corporations  and 
to  make  rules  and  regulations  for  the  purpose  of  carry- 
ing out  the  provisions  of  this  Act. 

(h)  To  investigate,  from  time  to  time,  trade  con- 
ditions in  and  with  foreign  countries  where  associations, 
combinations,  or  practices,  of  manufacturers,  merchants, 
or  traders,  or  other  conditions,  may  affect  the  foreign 
trade  of  the  United  States,  and  to  report  to  Congress 
thereon,  with  such  recommendations  as  it  deems  advis- 
able. 

Sec.  7.  That  in  any  suit  in  equity  brought  by  or 
under  the  direction  of  the  Attorney  General  as  provided 
in  the  anti-trust  Acts,  the  court  may,  upon  the  conclu- 
sion of  the  testimony  therein,  if  it  shall  be  then  of  the 
opinion  that  the  complainant  is  entitled  to  relief,  refer 
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said  suit  to  the  Commission,  as  a  Master  in  Chancer}% 
to  ascertain  and  report  an  appropriate  form  of  decree 
therein.  The  Commission  shall  proceed  upon  such  no- 
tice to  the  parties  and  under  such  rules  of  procedure  as 
the  court  may  prescribe,  and  upon  the  coming  in  of 
such  report  such  exceptions  may  be  filed  and  such  pro- 
ceedings had  in  relation  thereto  as  upon  the  report  of 
a  master  in  other  equity  causes,  but  the  court  may  adopt 
or  reject  such  report,  in  whole  or  in  part,  and  enter  such 
a  decree  as  the  nature  of  the  case  may  in  its  judgment 
require. 

Sec.  8.  That  the  several  departments  and  bureaus  of 
the  Government  when  directed  by  the  President  shall 
furnish  the  Commission,  upon  its  request,  all  records, 
papers,  and  information  in  their  possession  relating  to 
any  corporation  subject  to  any  of  the  provisions  of  this 
Act,  and  shall  detail  from  time  to  time  such  officials 
and  employees  to  the  Commission  as  he  may  direct. 

Sec.  9.  That  for  the  purposes  of  this  Act  the  Com- 
mission, or  its  duly  authorized  agent  or  agents,  shall 
at  all  reasonable  times  have  access  to,  for  the  purpose 
of  examination,  and  the  right  to  copy  any  documentary- 
evidence  of  any  corporation  being  investigated  or  pro- 
ceeded against;  and  the  Commission  shall  have  power 
to  require  by  subpoena  the  attendance  and  testimony  of 
witnesses  and  the  production  of  all  such  documentary 
evidence  relating  to  any  matter  under  investigation.  Any 
member  of  the  Commission  may  sign  subpoenas,  and 
members  and  examiners  of  the  Commission  may  admin- 
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ister  oaths  and  affirmations,  examine  witnesses,  and  re- 
ceive evidence. 

Such  attendance  of  witnesses,  and  the  production 
of  such  documentary  evidence,  may  be  required  from 
any  place  in  the  United  States,  at  any  designated  place 
of  hearing.  And  in  case  of  disobedience  to  a  subpoena 
the  Commission  may  invoke  the  aid  of  any  court  of  the 
United  States  in  requiring  the  attendance  and  testimony 
of  witnesses  and  the  production  of  documentary  evi- 
dence. 

Any  of  the  District  Courts  of  the  United  States 
within  the  jurisdiction  of  which  such  inquiry  is  carried 
on  may,  in  case  of  contumacy  or  refusal  to  obey  a  sub- 
poena issued  to  any  corporation  or  other  person,  issue 
an  order  requiring  such  corporation  or  other  person  to 
appear  before  the  Commission,  or  to  produce  document- 
ary evidence  if  so  ordered  or  to  give  evidence  touching 
the  matter  in  question;  and  any  failure  to  obey  such 
order  of  the  court  may  be  punished  by  such  court  as  a 
contempt  thereof. 

Upon  the  application  of  the  Attorney  General  of 
the  United  States,  at  the  request  of  the  Commission, 
the  District  Courts  of  the  United  States  shall  have  juris- 
diction to  issue  writs  of  mandamus  commanding  any 
person  or  corporation  to  comply  with  the  provisions  of 
this  Act  or  any  order  of  the  Commission  made  in  pur- 
suance thereof. 

The  Commission  may  order  testimony  to  be  taken 
by  deposition  in  any  proceeding  or  investigation  pending 
under  this  Act  at  any  stage  of  such  proceeding  or  in- 
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vestigation.  Such  depositions  may  be  taken  before  any 
person  designated  by  the  Commission,  and  having  power 
to  administer  oaths.  Such  testimony  shall  be  reduced 
to  writing  by  the  person  taking  the  deposition,  or  under 
his  direction,  and  shall  then  be  subscribed  by  the  de- 
ponent.    Any  person  may  be  compelled  to  appear  and 

depose  and  to  produce  documentary  evidence  in  the  same 
manner  as  witnesses  may  be  compelled  to  appear  and 

testify  and  produce  dociunentary  evidence    before    the 

Commission  as  hereinbefore  provided. 

Witnesses  summoned  before  the  Commission  shall 
be  paid  the  same  fees  and  mileage  that  are  paid  witnesses 
in  the  courts  of  the  United  States,  and  witnesses  whose 
depositions  are  taken  and  the  persons  taking  the  same, 
shall  severally  be  entitled  to  the  same  fees  as  are  paid 
for  like  services  in  the  courts  of  the  United  States. 

No  person  shall  be  excused  from  attending  and  tes- 
tifying or  from  producing  documentary  evidence  before 
the  Commission  or  in  obedience  to  the  subpoena  of  the 
Commission  on  the  ground  or  for  the  reason  that  the  testi- 
mony or  evidence,  documentary  or  otherwise,  required 
of  him  may  tend  to  criminate  him  or  subject  him  to  h 
penalty  or  forfeiture.  But  no  natural  person  shall  be 
prosecuted  or  subjected  to  any  penalty  or  forfeiture  for 
or  on  account  of  any  transaction,  matter  or  thing  con- 
cerning which  he  may  testify,  or  produce  evidence,  docu- 
mentary or  otherwise,  before  the  Commission  in  obedi- 
ence to  a  subpoena  issued  by  it.  Provided.  That  no 
natural  person  so  testifying  shall  be  exempt  from  prose- 
cution and  punishment  for  perjury  committed  in  so  tes- 

ti  f  y  ing. 
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Sec.  10.  That  any  person  who  shall  neglect  or  re- 
fuse to  attend  and  testify,  or  to  answer  any  lawful  in- 
quiry, or  to  produce  documentary  evidence,  if  in  his 
power  to  do  so,  in  obedience  to  the  subpoena  or  lawful 
requirement  of  the  Commission,  shall  be  guilty  of  an 
offense  and  upon  conviction  thereof  by  a  court  of  com- 
petent jurisdiction  shall  be  punished  by  a  fine  of  not  less 
than  $1,000  nor  more  than  $5,000,  or  by  imprisonment 
fur  not  more  than  one  year,  or  by  both  such  fine  and 
imprisonment. 

Any  person  who  shall  willfully  make,  or  cause  to 
be  made,  any  false  entry  or  statement  of  fact  in  any  re- 
port required  to  be  made  under  this  Act,  or  who  shall 
willfully  make,  or  cause  to  be  made,  any  false  entry 
in  any  account,  record,  or  memorandum  kept  by  any  cor- 
poration subject  to  this  Act,  or  who  shall  willfully  neg- 
lect or  fail  to  make,  or  cause  to  be  made,  full,  true, 
and  correct  entries  in  such  accounts,  records  or  memo- 
randa of  all  facts  and  transactions  appertaining  to  the 
business  of  such  corporation,  or  who  shall  willfully  re- 
move out  of  the  jurisdiction  of  the  United  States,  or 
willfully  mutilate,  alter,  or  by  any  other  means  falsify 
any  documentary  evidence  of  such  corporation,  or  who 
shall  willfully  refuse  to  submit  to  the  Commission  or 
to  any  of  its  authorized  agents,  for  the  purpose  of  in- 
spection and  taking  copies,  any  documentary  evidence 
of  such  corporation  in  his  possession  or  within  his  con- 
trol, shall  be  deemed  guilty  of  an  offense  against  the 
United  States,  and  shall  be  subject,  upon  conviction  in 
any  court  of  the  United  States  of  competent  jurisdiction. 
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FOREIGN  RELATIONS  AND  OVERSEA  TRADE 


AddreM  h^w  tbe  Soalheni  ComBMrdftl  CongrvM,  MiukogM,  OkUh< 
April  30tht  1915,  by  Mr.  WilUrd  Stnugkl»r«prMMliiig  tkeNatioiMJForvigB 

TnAm  CooaciL 


As  good  Americans  and  buonessmen,  you  wiU  agree  that 
we  wish  to  preserve  friendly  relations  with  all  the  worid  and 
increase  our  foreign  trade.  Taking  this  for  granted,  how  may 
we  best  realize  our  desires?  Having  once  determined  what 
you  want,  you  set  about  to  get  it.  The  most  effective  method, 
you  will  admit,  is  to  study  your  problem,  anticipate  probable 
and  possible  difficulties,  and  make  your  plans  accordingly. 
You  take  stock  of  your  own  abilities,  remedy  your  deficiencies 
where  you  can,  and  with  preparations  complete  embark  upon 
your  enterprise.    This,  Gentlemen,  is  my  text. 

I  have  already  expressed  to  Dr.  Owens,  your  genial  and  able 
Managing  Director,  and  through  him  to  your  Governing 
Board,  my  appreciation  of  their  invitation  to  be  present  on 
this  occasion.  They  and  you  have  done  me  great  honor  in 
permitting  me  to  address  you.  It  is  a  privilege  to  be  here, 
and  an  opportunity.  History  is  in  the  making.  Gentlemen, 
and  the  mills  of  the  Gods  are  not  only  grinding  exceeding 
small,  but  exceeding  fast  at  the  present  time.  Our  position 
in  world  affairs  may  be  very  largely  determined  by  the  course 
which  we  now  follow.  We  have  reached  the  period  in  which, 
as  Bismarck  prophesied  many  years  ago,  we  are  to  undergo 
the  real  test  of  the  American  Democracy.  Our  broad  lands 
are  rapidly  being  filled.  The  period  of  exploitation  is  past. 
The  age  upon  which  we  are  entering  will  be  one  of  conserva- 


tion,  of  co-operation,  of  the  international  division  of  labor. 
The  various  elements  in  our  national  life  must  be  co-ordinated 
to  serve  a  common  and  national  end.  Our  exports  of 
raw  material  in  normal  times  no  longer  wholly  suffice  to 
pay  for  our  imports  from  abroad.  Our  domestic  consump- 
tion of  foodstuffs  and  other  raw  products  grows  larger  each 
year,  and  we  are  in  consequence  increasingly  interested  in  the 
selling  of  our  manufactured  goods  to  maintain  oiu-  trade 
balance.  A  trade  opportunity  brings  with  it  a  diplomatic  re- 
sponsibility. The  extension  of  this  foreign  trade,  which  we  so 
urgently  require,  is  in  no  small  measure  dependent  upon  the 
conduct  of  our  foreign  relations.  I  shall,  therefor,  if  you 
will  permit  me,  call  to  your  attention  certain  facts — ^not  upon 
the  assumption  that  you  are  unfamiliar  therewith,  but  in  the 
hope  that  an  attempt  to  show  the  interaction  of  diplomacy 
and  foreign  trade  may  be  of  interest. 

The  progress  of  the  world  has  been  marked  by  the  discovery 
and  co-ordination  of  forces  whose  existence  and  mutual  bearing 
had  been  previously  unsuspected.  Just  as  Science  has  demon- 
strated synthetic  relationships  of  which  we  had  been  uncon- 
scious, so  the  war  which  is  now  devastating  Europe  has  made  us 
suddenly  aware  that  we  are  not  after  all  isolated  from  the  rest 
of  the  world,  or  by  any  means  independent  of  each  other. 
You  gentlemen  of  the  South  who  saw  a  bumper  cotton  crop 
held  up  by  the  closure  of  your  European  markets,  have  been 
made  very  keenly  alive  to  this  situation.  The  Eastern  bankers 
who  relied  upon  your  annual  shipments  to  meet  the  drain 
of  funds  caused  by  tourists  expenditure  in  Europe  and  interest 
falling  due  on  American  securities  held  abroad,  moreover^ 
found  themselves  greatly  embarrassed  by  your — ^which  has 
also  been  their — ^predicament.  The  war,  in  fact,  has  X-rayed 
the  body  politic,  and  shown  to  us  the  delicately  adjusted, 
closely  articulated  commercial  and  financial  structure  which 
sustains  the  vastly  diversified  business  of  our  country. 

Our  premises  then  rest  on  the  following  facts:  We  wish 


to,  because  we  must,  develop  our  foreign  trade.    This  devel-^  \ 
opment  to  be  permanently  successful  must  be  accompanied  by 
a  more  general  understanding  of  the  imi>ortance  of  foreign  / 
relations.    like  our  overseas  trade,  our  diplomatic  policy  there- ; 
fore  affects  no  one  section  of  the  country  and  no  one  phase  of    v 
our  national  life,  but  is  directly  or  indirectly  the  concern  of    r 
the  whole  country  and  all  the  people.    With  this  statement 
I  believe  you  will  agree.    That  being  the  case  what  are  we    /' 
going  to  do  about  it? 

Our  attention  at  the  present  time,  insofar  as  it  is  not  con- 
fined to  our  own  inunediate  affairs,  is  very  largely  concen- 
trated on  the  trenches  in  Western  Europe,  on  the  battlefields 
of  East  Prussia,  on  the  operations  in  the  Dardanelles,  and  on 
the  diplomatic  correspondence  which  our  Government  has 
been  exchanging  with  the  various  belligerents.  This  is  natural. 
The  true  significance  of  these  events,  however,  lies  not  in  their 
present  military  interest,  but  in  the  probable  effect  of  the 
forces  now  in  conflict,  and  of  the  forces  which  this  war  has 
called  into  being,  upon  the  political  and  economic  future.  The 
clash  has  been  long  inevitable,  and  its  result  for  some  years  at 
least,  we  hope,  will  be  decisive.  It  is  this  result  consecrated 
on  a  himdred  battlefields — ^not  the  battles  themselves,  that 
will  affect  the  United  States.  Our  commercial  genius  and  our 
statesmanship  therefore  must  understand  the  present  and 
the  past  in  order  intelligently  to  anticipate  the  future. 

The  struggles  which  marked  the  close  of  the  eighteenth  and 
the  beginning  of  the  nineteenth  centuries  w«%  the  military 
climax  of  a  ferment  which  bred  our  own  and  the  French 
Revolution,  and  which  found  renewed  expression  in  the  events 
of  1830  and  1848.  Despite  the  period  of  reaction  which  im- 
mediately followed  the  Congress  of  Vienna,  the  Napoleonic  wars 
had  sealed  the  fate  of  absolute  monarchy  and  marked  the  begin- 
ning of  constitutional  government  in  Central  Europe.  We  are 
now  witnessing  a  continuation  of  the  same  conflict,  whichis  asold 
as  history  and  will  persist  when  we  are  gone.  Itisin  its  present 
manifestation  an  issue  between  a  paternalism  of  which  militar- 
ism is  but  a  phase,  and  democracy;  between  two  conceptions  of 


the  State  as  the  master  or  as  the  servant  of  the  people.  For 
us  it  is  vitally  important  to  observe  that  Democracy  to  meet 
Paternalism  is  adopting  of  its  own  volition  the  centralized 
national  organization  which  Paternalism  has  imposed.  Both 
England  and  France,  like  Germany,  are  no  longer  armed 
nations,  but  nations  in  arms.  Every  interest  in  German 
national  life  has  been  co-ordinated  under  Government  con- 
trol. It  is  the  remarkable  efficiency  of  this  administrative 
machinery  which  has  enabled  her  to  stand  the  crucial  test  so 
well.  The  military  and  naval  establishments  are  but  one 
portion  of  a  complex  system  which  enables  the  State  to  gather 
copper  from  the  village  kitchens,  administer  the  grain  supply, 
order  the  conservation  of  potato-peelings  and  the  slaught^ 
of  pigs  which  might  otherwise  consume  the  cereal  needed  for 
the  food  of  the  people. 

To-day  the  French  and  British  democracies  are  themselves 
constructing  similar  mechanisms,  not  as  yet  so  elaborate,  but 
effective  in  meeting  each  situation  as  it  may  arise.  Railway 
and  steamship  lines  are  in  effect  under  Government  controL 
A  series  of  measures,  brilliant  alike  in  conception  and  execu- 
tion, have  not  only  enabled  the  British  banking  system  to 
withstand  the  sudden  shock  of  war,  but  have  kept  the  London 
discount  market  open  for  financing  Great  Britain's  foreign 
trade.  War  loans  have  been  issued  in  England  and  France, 
as  well  as  Germany,  to  an  amount  which  almost  staggers  the 
imagination,  and  arrangements  have  been  made  between  the 
Finance  Ministers  of  Great  Britain,  Russia  and  France  for 
a  joint  policy  by  which  the  three  great  Allied  Govern- 
ments will  meet  their  own  problems  and  jointly  assist  in 
financing  some  of  their  weaker  fellows.  The  British  Treasury 
supervises  the  London,  the  French  Government  the  Paris, 
Stock  Exchange.  In  order  that  the  nation's  financial  resources 
may  be  conserved  for  the  prosecution  of  the  war  no  new 
foreign  loans  may  be  issued  in  London  without  the  special 
authorization  of  the  British  Treasury.  The  French  Govern- 
ment has  for  some  years  exercised  a  similar  power.     Besides 


extending  their  control  over  finance  and  transportation, 
the  European  Governments  have  in  many  cases  actually  as- 
sumed, or  been  empowered  to  assume,  the  direction  of  the 
manufacture  of  goods  required  for  the  war.  A  system  is 
being  developed  which  is  practically  the  organization  of 
labor  into  a  national  industrial  reserve  quite  as  important 
as  the  military  reserves  which  guard  lines  of  communication 
instead  of  actually  being  engaged  on  the  firing  line.  And 
now  further  to  increase  national  efficiency  the  sale  of  vodka 
and  absinthe  has  been  forbidden  in  Russia  and  France,  and 
prohibition  in  absolute  or  modified  form  is  advocated  in 
Great  Britain. 

These  steps  towards  the  socialization  of  the  State — not 
State  Socialism — once  taken  are  not  likely  to  be  retraced. 
The  value  of  co-operative  effort  will  be  conclusively  demon- 
strated and  will  be  as  valuable  in  the  readjustment  which  will 
follow  the  war  as  it  is  essential  to  its  successful  prosecution. 

When  the  war  is  over  there  may,  perhaps,  be  a  period  of 
political  reaction  and  of  financial  and  industrial  depression 
throughout  Europe.  Industry  must  absorb  again  the  men  who 
are  now  serving  in  the  field.  German  foreign  trade  will  be 
disorganized.  The  Russian  market  which  has  been  vitally 
important  will,  it  is  said,  be  closed  as  far  as  possible  to  German 
goods.  Great  Britain's  world  wide  commerce,  which  has  de- 
pended largely  upon  the  ability  of  the  London  market  to  finance 
the  foreign  consumer,  may  not  flourish  as  before,  because — ^for 
a  time  at  least — capital  will  be  required  at  home  and  may  not  be 
available  for  foreign  development.  Yet  this  dislocation  may  not 
be  attended  by  results  as  serious  as  some  suppose,  because 
the  output  of  the  factories  will  be  required  in  no  small  measure 
to  make  up  for  the  wastage  of  the  war.  The  whole  world, 
moreover — commercial  and  financial  at  least — has  been  in- 
volved in  the  present  crisis.  Whoe  all  are  affected  there  is 
a  greater  likelihood  that  some  common  measures  will  be  found 
gradually,  and  with  a  minimum  of  hardship,  to  meet  new 
conditions.    Therefore,   while  numberless  individuals  and  lo- 


ciditict  nuiy  be  impoverished,  it  would  seem  likely  that  the 
world  at  a  whde,  though  it  will  suffer,  will  do  ao  because 
developments  which  would  have  been  undertaken  wiU  not  now 
be  attempted,  rather  than  because  of  the  actual  destructkm 
that  has  taken  place. 

From  the  American  point  of  view  the  most  important  result 
of  the  war  will  be  not  the  possible  temporary  financial,  com- 
mercial and  faidustrial  embarrassment  in  Europe,  but  Ite 
impetus  which  has  been  given  to  more  effective  national 
organization  in  Great  Britain  and  France,  as  well  as  in  Ger- 
many. There  will  be  a  new  Russia,  a  consolidated  Itidy, 
disciplined  and  alert  States  in  the  Balkans  and  Scandinavia, 
and  Japan  self-confident  and  self-conscious  in  the  fulfillment 
of  her  Imperial  destiny. 

These  are  the  facts  by  which  we  will  be  confronted  and 
with  which  we  must  be  prepared  to  deal.  What  is  our 
positionT 

Following  the  outbreak  of  hostilities  in  Europe  in  August 
last,  we  ourselves  to  a  certain  extent  learned  the  value  and 
necessity  of  ooKyperation. 

Luckily  for  us,  the  Federal  Reserve  Board  had  been  ap- 
pointed before  the  crisis  came.  These  gentlemen  promptly 
mobilized  the  banking  interests  of  the  country.  A  syndi- 
cate took  care  of  the  New  York  City  debt.  The  so- 
called  gold  and  cotton  "  pools  "  were  formed  to  pay  what  we 
owed  abroad  and  to  look  after  the  intanests  of  the  South. 
Ilien,  as  if  by  magic,  thanks  to  our  enormous  exports,  the 
situation  was  reversed.  Where  eight  months  ago  it  was  esti- 
mated that  we  owed  Ehirope  three  hundred  millions  of  dollars 
in  immediate  maturities,  it  is  didmed  that,  without  considering 
the  debit  against  us  {because  of  foreign  holdings  of  American 
securities,  we  now  have  something  like  six  hundred  millions 
due  us  from  the  other  side.  The  dislocation  of  the  EiUropean 
exdianges,  moratoria,  and  the  urgent  necessities  (rf  our  mer- 
diants  and  our  customers,  have  enabled  us,  under  the  ppovinona 


of  the  Federal  Reserve  Act  in  a  few  months  to  develop  a  dis- 
count market  which,  under  ordinary  circumstances,  would  have 
taken  iis  a  much  longer  period  to  acquire.  Through  this  channel 
we  are  financing  shipments  of  goods  toand  from  the  United  States. 
Our  access  to  European  capital  has  been  cut  off,  but  reserves 
heretofore  unavailable,  have  been  released  and  we  are  easily 
absorbing  such  American  securities  as  Europe  wishes  to  sell. 
At  the  same  time,  in  order  to  stabilize  exchange  we  are  stimu- 
lating and  facilitating  our  export  trade  by  granting  credits  to 
Europe  to  pay  for  goods  purchased  in  this  country.  For  the 
first  time  in  our  history  we  are  through  these  very  necessaiy 
operations  establishing  a  market  for  foreign  loans.  This  edu- 
cation of  our  public,  should  make  it  possible  for  our 
bankers  later  to  undertake  transactions  which,  by  encour- 
aging development  particularly  in  South  America,  and 
perhaps  in  Russia,  will  create  new  markets  for  American 
goods.  Thus  our  investors  in  addition  to  securing  a  satisfactory 
interest  return  will  be  utilizing  American  money  for  the  benefit 
of  American  industry. 

These  recent  developments  afford  an  assurance  that  what 
has  heretofore  been  the  most  serious  obstacle  to  the  extension 
of  our  foreign  trade,  is  now  in  a  fair  way  to  being  overcome. 
We  have  been  accustomed  to  finance  our  production.  We 
are  now  learning  to  finance  the  distribution  of  our  goods  through 
the ''  acceptance ''  and  sale  of  Bills  of  Exchange,  and  the  public, 
by  the  purchase  of  foreign  securities,  is  playing  its  part  in 
granting  the  credits  which  our  customers  require. 

The  perfection  of  our  selling  methods  abroad,  however,  is 
still  a  matter  demanding  careful  attention.  The  President,  in 
his  recent  address  before  the  United  States  Chamber  of  Com- 
merce  at  Washington,  discussed  the  manner  in  which  our 
manufacturers  might  combine  in  selling  organizations  for  the 
promotion  of  their  export  business.  The  inhibition  placed  upon 
the  development  of  foreign  trade  by  the  Sherman  Law  and  the 
Clayton  Bill  must  be  removed  if  American  industry  in  the 
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future  is  successfully  to  compete  with  the  foreign  combina- 
tions,  which  have  been  and  wiU  be  developed.  This  is  a  prob- 
lem for  the  new  Federal  Trade  Commission  to  solve. 

There  is  also  the  question  of  transportation.  The  Gov- 
ernment Shipping  Bill  was  suggested  to  meet  a  temporary 
aggravation  of  a  situation  which  has  long  existed.  I  shall  not 
venture  an  opinion  as  to  whether  or  not  it  would  have  been 
successful.  One  thing,  howev^,  is  dear;  Transportation  is 
a  conmiodity  like  any  other.  In  our  industry  we  have  by  a 
protective  tariff  assured  a  certain  standard  of  living  to  the 
American  worlanan,  and  even  under  the  high  cost  imposed  by 
our  navigation  laws  we  have  been  able  to  operate  vessels  in 
the  coast-wise  trade  by  reserving  it  exclusively  for  American 
shipping.  But  this  is  impossible  in  forei^  trade  where  the 
business  of  selling  transi)ortation  is  highly  competitive.  We 
may  be  able,  despite  our  high  labor  costs,  to  market  our 
manufactured  goods  abroad  because  the  efficiency  of  our  work- 
men and  the  labor-saving  devices  which  we  use  enable  us  to 
keep  down  the  cost  of  production.  But  in  shipping  not  only 
is  there  no  labornsaving  machin^y,  but  our  navigation  laws 
make  it  necessary  for  American  ships  to  carry  larger  crews  than 
are  required  to  man  foreign  vesssels.  If  we  wish  to  transport 
oiu*  goods  under  the  American,  rather  than  the  British  or  the 
German,  the  Dutch  or  the  Norwegian,  flag,  we  must  be  pre- 
pared to  furnish  transportation  at  competitive  prices.  This 
can  be  done  in  one  of  two  ways:  either  by  permitting  American 
shipowners  to  purchase  and  operate  vessels  on  the  same  basis 
as  their  competitors  as  to  the  cost  of  construction  and  labor 
charges;  or  by  emi)owering  the  Goverment  to  bear  tiie  difference 
between  the  cost  of  ships  and  labor  in  the  open  world  market 
and  the  cost  thereof  under  our  own  tariff  and  navigation  laws. 
Whether  the  Government  meets  this  cost  by  subsidy  or  by 
itself  buying  or  building  ships  involves  the  question  of  public 
or  private  ownership,  not  the  charge  upon  the  taxpayer.  The 
difference  is  in  name,  not  in  substance,  for  subsidy — like 
Government  ownership — means  that  the    public    pays    the 


charges  which  are  unposed  in  the  intoest  of  labor.  The  only 
difference  lies  in  the  fact  that  a  subsidy  might  encourage 
investment  in  a  business  which  has  not  heretofore  promised 
any  interest  return,  except  wh^re,  as  has  frequently  been  done, 
American  owned  ships  are  operated  imder  foreign  flags. 
If  the  American  people  desire  a  merchant  marine  and  desire 
at  the  same  time  to  insist  that  there  should  be  American 
officers  and  that  the  crews  should  have  certain  accommodations, 
certain  food,  and  be  in  sufficient  numbers  to  man  a  certain 
nimiber  of  lifeboats,  the  American  people  will  have  to  pay — 
otherwise  the  business  will  be  done  under  flags  other  than  our 
own. 

The  financing  of  production  and  distribution,  selling 
(H'ganization  and  transportation  are  the  principal  direct  factors 
in  the  development  of  our  foreign  trade.  They  immediately 
concern  the  merchant  and  the  manufacturer,  the  farmer,  the 
banker  and  the  shipp^,  as  well  as  the  laboring  man,  but 
under  our  form  of  administration  they  are  all  more  or  less 
dependent  upon  Government  action  or  subject  in  some 
measure  to  Government  control.  The  conduct  ci  our  interna* 
tional  relations,  however,  is  essentially  a  Governmental  function. 
It  is  in  reality  the  promotion  of  our  oversea  commerce  in  the 
most  comprehensive  sense,  and  may  be,  and  is,  performed 
in  numerous  ways,  the  variety  and  the  importance  of  all  of  which 
are  not  sufficiently  appreciated. 

One  of  the  most  striking  results  of  the  European  war 
already  apparent  has  been  the  strengthening  of  the  ties  be- 
tween the  United  Kingdom  and  her  Colonies.  Imperial  pref- 
erence was  first  discussed  after  the  bonds  of  Empire  had  been 
knit  close  by  the  strain  of  the  South  African  war.  It  would  seem 
not  at  all  improbable,  therefore,  that  this  matter  would  again  be 
taken  up  with  renewed  vigor.  Aside  from  sentimental  and  polit- 
ical comdderations  the  fact  that  wages  in  England  have  already 
been  increased — ^and  are  unlikely  to  be  greatly  reduced — ^and 
that  industry  must  be  assured  its  profits,  will  afford  an  added 
argument  for  some  form  of  Imperial  British  protective  tariff; 
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while  the  present  fipandal  co-operation  of  England^  France  and 
Russia,  moreover,  may  also  later  form  the  basis  for  a  customs 
understanding. 

We  have  regarded  the  tariff  primarily  as  a  source  of  revenue 
and  as  a  safeguard  and  stimulant  for  American  production. 
We  have  a  Reciprocity  Treaty  with  Cuba,  and  once  discussed 
a  similar  agreement  with  Canada.  The  provisions  of  the 
Underwood-Simmons  Act  contemplate  the  negotiation  of  trade 
agreements  subject  to  the  approval  of  Congress.  But  few  of 
us,  save  when  startled  by  threatened  reprisals,  have  been 
alive  to  the  possibilities  of  our  tariff  and  our  treaty-making 
power  as  diplomatic  instruments  in  the  development  of  our  for- 
eign trade.  There  are  certain  favors  which  we  can  grant  and  cer- 
tain things  which  we  ourselves  need.  The  negotiation  of  recip- 
rocal arrangements  should  be  facilitated  and  the  institution  of 
reprisals  made  possible.  The  creation  of  a  Tariff  Board  com- 
posed of  representatives  of  the  Departments  of  State,  the  Treas- 
ury, Commerce,  Justice,  and  Labor,  empowered  to  deal  with 
these  matters  may  before  very  long  be  found  to  be  necessary 
in  the  interests  of  American  commerce. 

We  are  generally  familiar  with  the  effective  work  per- 
formed by  our  Consular  officers,  and  the  ability  and  enthu- 
siasm which  the  Secretary  of  Commerce — Mr.  W.  C.  Red- 
field — and  his  assistants  have  shown  in  the  task  of  extending 
American  trade.  The  important  functions  and  the  very  real 
services  of  our  Embassies  and  Legations,  however,  are  ap- 
parently not  always  so  clearly  appreciated  or  understood.  It 
is  too  often  supposed  that  diplomacy  has  no  very  direct 
relation  with,  or  bearing  upon,  the  humdrum  affairs  of 
business  life.  In  the  minds  of  some  a  diplomat  is  a 
gentleman  in  a  top  hat  who  makes  himself  pleasant  to 
ladies  at  tea  parties.  There  are,  it  is  true,  countless  mat- 
ters of  routine  from  the  visaing  or  issue  of  passports  to  the 
presentation  of  ladies  at  Court.  Yet  even  these  details 
are  important,  for  they,  equally  with  matters  of  seemingly 
far  greater  moment,  affect  our  position  abroad.    The  work  is 
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definite  and  technical,  and  requireB  trained  intdligenoe,  tact  and 
wide  knowledge  of  bugineoB  and  politics.  Diplomacy  is  not 
an  abstract  science  or  system  of  philoaophyi  it  is  really  a 
Court  of  Equity  in  international  affairs  and  our  foreign  rela* 
tions  are  but  the  aggregate  of  questions  in  one  way  or 
another  arising  from  our  overaea  commerce.  We  may  not 
approve  of  armed  intervention  in  the  affairs  of  another  nation 
to  enforce  American  claims.  Such  drastic  action,  on  our 
part,  however,  is  unnecessary  save  in  certain  cases,  fortunately 
eitremely  rare,  ^ere  general  conditions  rather  than  par- 
ticular interests  demand  die  rest(»ation  at  law  and  order. 
All  legitimate  American  interests  abroad  whether  they  be 
those  of  the  missionary,  or  the  investor,  the  merchant  or 
the  ranchman,  are  entitled  to  diplomatic  protection  and 
support.  Unless  such  protection  and  support  are  assured, 
foreign  enterprise  becomes  a  speculation  and  not  an  invest- 
ment. It  will  attract  gamUers,  not  sound  buainess  men, 
for  the  confidence  which  security  begets  is  the  basis  ot  all 
honest  trade.  For  this  protection  we  look  to  the  Department 
ot  State  and  our  Embasries,  Legations  and  Consular  estab- 
lishments. They  it  is  who  must  saf^^uard  our  interests  in 
foreign  lands,  and  adjust  questions  which  may  arise  between 
citizens  of  our  country  and  the  Govemmait  of  another,  or 
between  another  Grovemment  and  our  own  in  the  develop- 
ment of  national  policies. 

We  in  this  country,  unfortunately,  have  been  too  prone  to  look 
iqx>n  our  foreign  relations  as  a  sort  of  football  whidi  we  mif^ 
kick  about  to  suit  the  whims  of  domestic  politics.  It  is  not  so 
many  years  ago  that  every  Fourth  of  July  orator  twisted  the 
lion's  tail  for  the  edification  of  his  auditors.  Our  isolation  made 
us  not  only  confident,  but  immannerly,  in  wliat  weconsidered 
to  be  our  immunity.  We  have  been  inclined  to  disregard  the 
facts  of  our  histmy.  For  this  inaccurate  teadring  and  mis- 
taken patriotism  have  been  largely  responsible.  But  surdy 
true  patriotism  does  not  consist  in  plajring  the  ostrich,  but  in 
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recognizing,  in  order  to  deal  with,  even  disagreeable  facts. 
Otherwise  progress  becomes  impossible. 

One  hundred  years  ago  we  were  part  of  the  European  syston. 
American  independence  was  but  a  collateral — ^though  tremend- 
ously important — ^result  of  the  wars  which  preceded  the  French 
Revolution.  We  passed  unscathed  through  the  Napoleonic 
Era,  and  emerged  essentially  uninjured  from  the  War  of  1812— 
not  because  of  our  inherent  strength,  but  because  England, 
France  and  Spain  were  more  vitally  concamed  elsewhere.  In  the 
enunciation  of  the  Monroe  Doctrine,  which  we  like  to  consder 
particularly  our  own,  we  were  encouraged  by  a  British  Minis- 
ter, Canning.  He  sought,  not  so  much  to  safeguard  American 
liberty  as  to  assure  to  British  merchants  opportunities  for  South 
American  trade  by  preserving  that  region  from  the  domination 
of  the  Holy  Alliance.  In  China,  in  Africa,  in  India,  South 
America  and  Russia,  American  merchants  played  their  part 
in  the  adventurous  trading  of  the  first  half  of  the  nine- 
teenth century.  But  these  men,  like  our  statesmen  of  that 
time,  were  largely  guided,  or  at  least  affected,  by  the  influences 
which  dominated  or  agitated  Europe.  In  these  days  our 
oversea  commerce  was  essential  to  the  life  of  the  nation 
and  our  diplomacy  was  correspondingly  important.  During 
the  Civil  War  the  clipper  ships,  famous  the  world  over,  were 
driven  from  the  seas.  After  1866  we  concentrated  our 
energies  upon  reconstruction  in  the  South  and  the  opening 
of  the  West,  severing  our  more  intimate  relation  with  the  Con- 
tinental system  and  entering  upon  a  period  of  incubation 
when  we  gave  little  heed  to  our  foreign  trade  and  during  which 
our  di  lomacy  was  provincial .  In  this,  as  in  the  preceding  stage 
of  our  national  development,  we  were  secure  from  outside  inter- 
ference— not  so  much  because  of  our  ability  to  resist  aggression, 
as  because  of  our  geographical  position  and  the  pre-occupation 
of  the  Powers  across  the  Atlantic.  Even  in  1895  at  the  time 
of  the  Venezuelan  boundary  dispute.  Lord  Salisbury  anticipated 
the  coming  struggle  with  Germany  and  was  imwilling  to  clash 
with  the  United  States.    So  later,  when  Germany  endeavored 
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to  form  a  coalition  of  the  Powers  to  support  Spain,  Great 
Britain  refused  to  participate  and  held  the  field  clear  while  we 
occupied  Cuba  and  Porto  Rico  and  defeated  the  Spanish  fleet 
at  Manila  Bay.  It  would  be  humiliating  to  feel  that  we  could 
not,  if  called  upon  to  do  so,  defend  the  Monroe  Doctrine  against 
all  comers;  but  the  fact  remains  that  we  have  been  able  to  de- 
velop this,  practically  the  only  positive  principal  in  our  foreign 
policy,  chiefly  thanks  to  the  exigencies  of  European  politics. 
The  Monroe  Doctrine,  like  the  "  open  door  "  in  China,  has 
been  accepted  lest  any  interference  therewith  disturb  the 
delicately  adjusted  European  ''  Balance  of  Power/' 

This  ''  Balance  of  Power  "  which  has  in  the  past  afforded  us 
our  protection  may,  when  this  war  is  over,  be  unbalanced  for 
sometime  to  come — ^for  one  side  or  the  other  will  probably  emerge 
victorious.  Thespiritof  nationalityin  Europewill  be  emphasized, 
like  the  United  States  after  the  Civil  War,  when  we  induced 
England  to  pay  the  Alabama  claims — ^and  suggested  that  the 
forces  of  Napoleon  III  leave  Mexico — ^the  nations  which  have 
fought  may  be  more,  rather  than  less  belligerent:  they  may  be 
less  tolerant  of  argument  and  more  prone  to  action.  The 
strengthening  of  democracy  should  be  a  guarantee  for  the  pre- 
servation of  peace,  but  it  will  be  a  peace  in  which  our  friends 
across  the  water  will  be  active  and  aggressive,  rather  than 
charitable  and  considerate. 

Following  the  cessation  of  hostilities  in  Europe  there  will  be 
a  readjustment  in  world  affairs  unparalleled  in  history. 
The  future  of  Europe,  of  Asia,  and  Africa  will  be  settled  for  some 
time  to  come  and  it  is  inconceivable  that  the  Americas  will  not 
be  intimately  affected  by,  if  indeed  they  are  not  included  within 
the  scope  of,  this  forthcoming  international  congress. 

During  the  past  few  months  the  Administration  in  Wash- 
ington has  shown  tact,  judgment  and  sound  common  sense 
in  its  efforts  to  protect  our  neutral  commerce  from  bel- 
ligerent interference.  It  has  been  inevitable,  however,  that 
in  the  process  we  have,  by  the  very  correctness  of  our  position, 
provoked  bitter  criticism  in  the  European  press  and  amongst 
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the  peoples  at  war.  We  have  made  demands  which  they  have 
conridered  tmreaaonable  and  which  they  may  not  readily  forget 

We  are  apt  sometuneB  to  be  blind  to  the  inoonsistencieB  in 
our  own  policy,  but  that  does  not  by  any  means  make 
them  invisible  to  others,  who  periiaps  may  be  quite  as 
unconscious  of  the  beam  in  their  own  eye  as  we  are  of  the  mote 
in  ours.  Imagine  for  an  instant  what  our  view  would  be  in 
case  American  lives  and  property  were  sacrificed  in,  say, 
China,  and  if  Japan  in  refusing  to  allow  us  to  secure  satisfaction 
from  the  Chinese  Government,  was  unwilling  herself  to  take 
action.  As  we  would  have  others  do  to  us,  so  must  we  do  to 
them.  Therefore,  instead  of  being  too  vociferous  in  our  de- 
nunciation of  those  whom  we  feel  are  restricting  our  fordgn 
business,  it  might  be  well  for  us  to  remember  that  during  the 
past  few  years  British,  French  and  German  property  has  been 
destroyed  in  Hajrti,  Santo  Domingo  and  Mexico.  Under  the 
Monroe  Doctrine  we  assumed  a  benevolent  guardianship  over 
the  affairs  of  this  hemisphere.  We  have  been  granted  a  com- 
paratively free  hand  to  deal  with  these  questions  because 
European  rivalries  have  been  so  delicately  balanced  that  no 
power  dared  risk  dispersing  its  strength  in  an  American 
adventure.  On  the  conclusion  of  hostilities,  however,  this 
situation  will  no  longer  exist.  We  may  take  it  for  granted 
that  we  too  shall  then  be  asked  for  an  accounting.  We  shall 
either  have  to  fulfil  or  forego  the  responsibilities  which  we 
have  in  the  eyes  of  the  world  at  least,  assumed  for  the  be* 
havior  of  our  Southern  neighbors. 

You  may  feel,  perhaps,  that  in  raising  this  point  I  have  d^ 
parted  from  my  subject  and  entered  upon  a  discussion  of  a 
domestic  question  wholly  unconnected  with  our  fordgn 
trade  or  our  general  foreign  relations.  If  so  I  cannot  agree 
with  you.  It  is  impossible  to  separate  such  matters  into 
watertight  compartments.  When  we  demand  that  Russia 
modify  her  domestic  policy  regarding  the  Jews  to  recognize 
American  passports  carried  by  our  Jewish  citizens,  we  cannot 
expect  Japan  and  China  cheerfully  to  acquiesce  in  our  exclusion 
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of  their  subjects  under  the  American  immigration  Laws.  We 
cannot  impose  our  will  upon  another  nation  in  Persia  and  expect 
consideration  antl  hearty  co-operation  in  settling  a  dispute  in 
Penu  We  cannot  isolate  problems  in  diplomacy  and  at  our 
discretion  say  that  we  will  arbitrate  this  one  and  settle  that 
one  as  we  may  deem  desirable.  We  cannot  eat  our  cake  and 
have  it. 

This  subject  is  referred  to  not  with  any  desire  to  criticize 
the  Administration  in  Washington,  which  inherited  and  did 
not  create  the  Mexican  problem.  If  we  have  shirked  what 
our  critics  consider  to  be  our  obvious  duties,  it  has  not  been 
so  much  the  fault  of  President  Wilson  or  Mr.  Bryan  as  it  has 
of  the  American  people  whom  they  represent.  We  are  a  Demo* 
cracy.  The  very  nature  of  diplomacy  requires  constructive 
and  farsighted  leadership.  But  with  us  in  the  last  analysis 
it  must  conform  to  the  will  of  our  people,  and  our  foreign 
policy  will  be  intelligent  and  effective  or  otherwise  according 
to  the  public  understanding  or  ignorance  of  its  relation  to  our 
national  life. 

It  is,  therefore,  imperative  that  as  a  nation  we  should  now, 
while  we  have  yet  time,  set  our  house  in  order.  If  we  would 
avoid  embarrassments  for  the  future,  or  assume  fresh  responsi- 
bilities, our  present  obligations  must  be  recognized. 

It  is  foolish,  moreover,  for  us  now  to  talk  complacently  of  cap- 
turing British  and  German  trade,  because  Europe  is  at  war, 
and  because  the  Monroe  Doctrine  is  supposed  to  give  some  sort 
of  a  hypnotic  claim  to  the  profits  of  South  American  com- 
merce. We  heai  that  the  trade  of  the  world  will  be 
ours;  that  we  shall  supplant  London  as  the  world's  credit 
center.  But  we  should  remember  that  much  of  the  business 
upon  which  we  are  now  engaged  is  directly  attributable  to 
the  war,  and  may  be  greatly  diminished  by  its  conclusion.  We 
should  not,  therefore,  be  lulled  to  a  happy  sleep  by  siren  songs. 
We  cannot  sit  down  and  wait  for  good  things  to  continue  to 
drop,  like  ripe  apples,  into  our  lap.  Once  the  war  is  over  it 
will  not  be  long  before  Europe,  commercially  and  industrially 
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better  organized  than  before,  will  aggressively  undertake  to 
recoup  itself  for  its  losses  by  extending  and  developing  its  foreign 
trade.  Interruption  in  European  exports  has  made  it  posfflble 
to  introduce  American  goods  where  heretofore  they  have  been 
denied  a  fair  trial,  but  any  advantages  which  we  may  now 
gain  will  be  temporary,  rather  than  permanent  in  charactar, 
unless  we  are  able  firmly  to  establish  ourselves  in  the  mar- 
kets which,  for  the  time  being,  are  opened. 

Our  ability  to  meet  the  test  will  depend  upon  the  quality 
and  prices  of  our  goods,  upon  the  facilities  for  financing  thdr 
distribution  and  upon  the  efficiency  of  our  selling  methods. 
The  activities  of  our  merchants  and  manufacturers  however 
must  be  encouraged  by  an  intelligent,  alert,  and  responsible 
diplomacy,  maintaining  increasingly  cordial  relations  with  the 
rest  of  the  world  with  which  we  desire  to  do  business. 

I  fear,  Gentlemen,  that  this  has  been  a  somewhat  rambling 
talk,  that  I  have  offered  no  concrete  suggestions  as  to  ways 
and  means  of  securing  foreign  trade.  I  have  certainly  not 
ventiired  to  outline  a  diplomatic  policy  for  our  Government. 
But  you  are  interested  in  foreign  trade  development,,  and  it 
is  the  inter-dependence  of  our  foreign  relations  and  our 
foreign  trade  that  I  have  endeavored  to  analyze — ^their 
mutual  relationship  that  I  have  attempted  to  make  clear. 
I  have  hoped,  by  describing  the  warp  and  woof,  to  give  an 
impression  of  the  fabric  as  a  whole,  and  to  show  that  the  prob- 
lems of  both  are  in  reality  the  same,  although  expressed, 
perhaps,  in  different  terms. 

To  sell  goods  abroad  it  is  necessary  to  understand  and 
satisfy  a  foreign  market.  To  cultivate  friendly  diplomatic  rela* 
tions  it  is  essential  to  appreciate  and  sjonpathize  with  the  ideals 
and  aspirations  of  a  nation  other  than  our  own.  Diplomacy, 
like  trade,  is  largely  a  matter  of  square  dealing,  in  apprehend- 
ing and  adjusting  differences,  as  well  as  common  interests — ^in 
recognizing,  not  in  dodging,  facts.  Foreign  trade  and  diplo- 
macy, after  all,  are  like  most  other  human  relations.  The 
twin  keys  to  success  therein  are  courtesy  and  conunon  sense. 
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As  SouthernoiB  and  as  businessmen,  you  are  endowed  with  the 
one,  and  know  the  value  of  the  other.  The  future  is  before 
us.  We  wish  to  share  the  profits  of  the  world's  trade,  and 
creditably  to  bear  our  responsibilities  in  the  world's  affairs. 
To  realize  these  aspirations  for  this  democracy  of  ours  we  must 
have  confidence  in  one  another,  understand  the  fundamental 
identity  of  our  interests  and  co-operate  for  a  common  end. 
The  essential  thing  is  to  see  our  problem  clearly  and,  to 
realize  its  bearing  upon  every  phase  of  our  national  life. 

Once  we  can  do  this,  you  know  and  I  know  that  we  shall 
succeed. 
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HOW  TO  RETIVE  BUSINESS. 
To  the  Reader: 

WE  beliere  every  mmn  in  the  South  wants  to  see  hnalneea 
improved  at  the  earliest  possible  moment  and  con- 
tinned  thereafter  in  a  prosperous  conditidn.  We  are 
sending  yoa  the  attached  speech,  delivered  by  Mr.  George  W. 
Perkins  before  the  Sonthem  Commercial  Congress  on  April  29th, 
because  we  believe  it  contains  very  practical  suggestions  by  a 
practical  business  man. 

We  will  thank  you  if  you  will  read  it  and  write  us  frankly  what 
you  thiiik  of  it.  We  w«nt  to  gather  opinions  from  the  business 
men  of  the  South  on  this  subject.  If  you  should  object  to  our 
publishing  what  you  may  say»  please  so  state;  otherwise  we  shall 
feel  at  liberty  to  quote  you. 

THE  EDITORS, 

The  Market  World, 

80  WdU  St.,  New  York  City 
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THE  NEW  SOUTH  AND  THE  NEW  WORLD 


By  George  W.  Perkins 

FIFTY  years  ago  this  month  a  great  reconstruction  period  began 
in  this  country.  Every  man  fully  realized  it,  for  the  causes 
were  so  dramatic  that  they  made  a  deep  impression.  Not  only 
a  new  South  but  a  new  Nation  was  born. 

To-day  we  are  in  the  midst  of  another  great  reconstruction  period ; 
but  do  we  realize  it?    Do  we  comprehend  its  causes,  its  effects? 

We  are  all  familiar  with  the  story  of  the  flood  of  water  in  Noah's 
day  which  engulfed  the  world  and  wiped  out  then  existing  conditions. 
In  our  day  there  has  been  another  great  flood  which  has  en- 
gulfed the  world  and  wiped  out  many  existing  conditions. 
I  refer  to  the  flood  of  electricity  in  Edison's  day.  I  believe  we  have 
been  too  close  to  this  electrical  flood  to  realize  its  magnitude  and  sig- 
nificance, and  that  our  failure  in  this  respect  has  caused  and  is  causing 
us  to  hesitate,  to  stumble,  to  lose  vast  commercial  opportunities  of- 
fered in  the  reconstruction  period  of  the  great  new  electrical  world. 

I  understand  it  was  Governor  Ferguson  of  Texas  who  recently  said : 
"We  are  broke,  with  our  pockets  full  of  money."  If  this  is  so,  it  is 
largely  because  we  are  groping  in  the  dark  though  with  an  electric 
torch  in  our  hands. 

Intercommunication  by  electricity  automatically  centralizes  social 
and  industrial  relations.  The  advent  of  electricity  sounded  the  death 
knell  of  individualism  and  heralded  the  birth  of  co-operation.  It 
drew  men  together  into  one  mighty  family,  and  just  as  the  family 
living  under  one  roof  must  co-operate  if  it  would  be  happy  and  prosper, 
so  men  living  and  working  under  present  day  conditit)ns  of  intercom- 
munication must  co-operate  if  they  would  be  happy  and  prosper. 

Co-operation,  therefore,  is  and  must  be  the  keynote,  the  spirit,  the 
watchword  of  the  great  new  electrical  world. 


The  great  New  South  is  no  longer  merely  the  New  South  of  Henry 
Grady's  day,  but  the  greater  New  South  of  Thomas  Edison's  day;  its 
problems  and  responsibilities  are  no  longer  local  or  sectional;  they 
are  national  and  international.  Your  co-operation  in  a  solution  of  our 
national  and  international  problems  is  all-important  and  must  be  had 
at  once  if  our  nation  as  a  nation  is  to  come  into  the  prosperity  to  which 
it  is  entitled  and  in  which  the  South  cannot  fail  to  share. 

The  South  has  recently  had  two  striking  illustrations  of  what 
co-operation  on  a  large  scale  can  do.  I  refer  to  the  Tennessee  Coai 
and  Iron  G>mpany  and  your  cotton  difficulties  of  last  Fall. 

Take  the  case  of  the  Tennessee  Coal  and  Iron  Company.  Birming- 
ham knew  for  years  that  it  had  vast  quantities  of  iron  ore  and  coal. 
Several  efforts  were  made  to  build  up  the  steel  industry  at  that  point, 
but  those  efforts  met  with  setbacks  and  reverses.  Progress  was  slow, 
largely  for  two  reasons :  First,  because  more  capital  was  needed ;  sec- 
ond, because  more  experience  was  needed. 

The  Steel  Corporation  bought  the  Tennessee  Coal  and  Iron  Com- 
pany; the  necessary  capital  was  furnished,  the  necessary  experience 
was  furnished,  and  success  was  the  prompt  reward.  Mr.  Morgan  did 
not  furnish  that  capital  personally,  out  of  his  own  pocket ;  he  gathered 
it  together  from  all  over  the  world,  a  little  here,  a  little  there ;  a  vast 
number  of  people  became  partners  and  contributed  to  the  enterprise. 
There  was  co-operation  everywhere— co-operation  from  Alabama's 
natural  resources  of  ore  and  coal ;  co-operation  from  Pittsburgh  with 
its  years  of  experience  with  ore  and  coal ;  co-operation  from  New  York 
in  interesting  capital ;  co-operation  from  Europe  in  furnishing  capital — 
all  resulting  in  a  great  expansion  in  the  business  and  in  bringing  indus- 
trial success  and  benefits  to  the  people  of  the  South.  This  transaction 
was  approved  at  the  time  by  the  Republican  President  in  office. 

Every  once  in  a  while  the  question  is  raised  by  politicians  and  by 
the  Government,  why  business  men  do  not  allow  industries  to  grow 
up  "naturally"  and  solely  under  competitive  methods,  instead  of 
by  co-operation  through  consolidation.  The  Tennessee  Coal  and 
Iron  incident  is  a  striking  illustration  of  why.  If  it  had  been  left 
in  its  original  condition  it  would  doubtless  have  kept  on  groping  and 
stumbling  and  making  slow  and  uncertain  progress.  By  associating- 
itself  as  it  did  with  the  Steel  Corporation  the  necessary  co-operation 


was  secured  and  industrial  success  was  obtained  in  two  or  three  years 
that  might  possibly  never  have  come  at  all  or  at  best  would  have  been 
many  years  in  coming. 

Take  the  incident  of  your  serious  difficulties  last  Fall  in  marketing 
your  cotton  crop.  Again  you  needed  co-operation.  You  were  crippled 
without  it.  Your  ordinary  channel  for  marketing  cotton  was  unex- 
pectedly closed.  You  sorely  needed  financial  assistance.  You  needed 
some  method  of  adjustingyour  situation  to  a  vital  emergency,and  bank- 
ers from  all  sections  of  the  country  offered  to  join  in  the  undertaking. 
Secretary  McAdoo  took  the  position  that  the  bankers  ought  to  adopt 
the  policy  of  loaning  money  to  cotton  planters  only  on  the  condition 
that  they  would  reduce  their  cotton  planting  for  the  following  year. 
This  was  a  direct  and  specific  attempt  to  restrict  the  output  of  cotton, 
to  restrain  trade  in  cotton,  and  to  use  the  "money  power"  for  that  pur- 
pose. This  was  done  with  the  approval  of  the  Democratic  President 
in  office. 

Common  sense  dictated  that  you  needed  and  ought  to  have  co-opera- 
tion in  your  steel  crisis  at  Birmingham.  Common  sense  dictated  that 
you  needed  and  ought  to  have  co-operation  in  your  cotton  crisis  last 
Fall.  But  I  want  to  point  out  to  you  the  conditions  under  which 
these  two  transactions  were  made  and  the  confusion  that  has  fol- 
lowed : 

First:  The  Tennessee  Coal  and  Iron  transaction,  as  I  have  said, 
was  approved  at  the  time  by  the  Republican  President  in  office.  No 
question  has  ever  been  raised  as  to  the  satisfactory  nature  of  the  busi- 
ness results  accomplished.  The  South  has  not  complained,  the  North 
has  not  complained,  capital  has  not  complained,  labor  has  not  com- 
plained, consumers  have  not  complained;  nevertheless,  shortly  after 
the  transaction  was  put  through  Democratic  politicians  began  to  com- 
plain. They  instigated  investigations  and  tried  their  best  to  upset 
the  transaction.  Finally  the  next  President  in  office — ^a  Republican — 
tried  to  upset  the  transaction  by  bringing  a  dissolution  suit  against 
the  Steel  Corporation  itself,  citing  the  purchase  of  the  Tennessee  Coal 
and  Iron  Company  by  the  Steel  Corporation  as  one  of  the  principal 
reasons  why  the  Corporation  should  be  dissolved  and  claiming  that 
the  transaction  was  illegal  under  the  Sherman  Law.  Here  we  have 
one  President — ^a  Republican — ^believing  the  transaction  proper  and 
the  very  next  President — also  a  Republican — ^believing  it  improper. 


Second :  In  the  case  of  the  cotton  transaction,  much  criticism  has 
been  made  of  the  manner  in  which  it  was  carried  through  and  of  the 
fact  that  the  Secretary  of  the  Treasury  approved  a  plan  by  which 
bankers  should  not  loan  money  to  cotton  planters  unless  said  planters 
would  agree  to  curtail  their  acreage  of  cotton  planting  for  the  follow- 
ing year. 

To  the  layman  there  would  seem  to  be  no  possible  doubt  that  this 
cotton  transaction  was  a  direct  attempt  to  restrict  output,  and  we  are 
told  that  the  Sherman  Law  particularly  aims  to  prohibit  all  restraints  of 
trade;  so  that,  notwithstanding  the  fact  that  the  cotton  transaction 
referred  to  had  the  approval  of  the  Democratic  Administration,  how 
does  any  one  know  that  investigations  and  indictments  will  not  follow 
in  connection  with  this  matter  as  soon  as  another  administration — 
whether  Democratic  or  Republican — comes  into  power?  Granted  that 
it  was  a  proper  procedure,  what  guarantee  have  we  that  the  next  set 
of  men  in  office  will  take  the  same  view  of  the  case? 

Can  we  afford  to  rest  our  business  fabric  on  the  passing  fancy, 
opinion  or  political  bias  of  this,  that  or  the  other  man  representing 
whatever  political  party  may  temporarily  be  in  power? 

What  I  am  trying  to  point  out  is  that  the  laws  of  our  land  are  such 
at  the  moment  that  no  man  can  find  out  what  he  can  legally  do  in 
business  matters;  no  lawyer,  court  or  President  can  tell  him;  and  while 
his  transactions  may  clearly  be  proper,  both  morally  and  financially, 
the  laws  are  so  vague  that  one  Government  official  can  take  one  posi- 
tion regarding  them  and  another  Government  official  can  take  exactly 
the  opposite  position;  and  the  courts  can  do  and  are  doing  precisely 
the  same  thing. 

I  ask  you  hard-headed  business  men  if  such  a  situation  is  not  unfair, 
unreasonable  and  absolutely  stupid?  How  can  our  country  proceed 
with  business  and  prosper  while  such  chaotic  conditions  exist?  How 
can  we  expect  to  embark  on  new  and  large  undertakings  under  such 
conditions?  New  enterprises,  new  undertakings  that  mean  so  much 
to  any  country  and  to  general  business  cannot  and  will  not  be  started 
until  this  uncertainty  is  removed.  We  are  told  that  the  Clayton  Law- 
will  facilitate  business.  It  might  better  be  called  the  Muddle  Law,  for, 
in  my  judgment,  the  only  business  it  will  facilitate  is  the  business  of 
the  lawyers. 

We  have  been  given  a  number  of  laws  telling  us  how  we  cannot  do 


business ;  it  is  high  time  that  we  had  at  least  one  law  that  will  tell  us 
how  we  can  do  business.  It  is  hard  enough  to  do  business  successfully 
even  when  you  know  the  law ;  it  is  utterly  impossible  to  do  it  success- 
fully when  you  do  not  know  the  law  and  cannot  find  it  out. 

Are  not  these  two  incidents  in  the  South  that  I  have  cited  ample 
proof  that  co-operation  is  not  only  beneficial  but  necessary  for  the  best 
general  business  results?  If  so,  is  it  not  high  time  that  we  soberly 
and  seriously  set  about  adjusting  our  laws  and  governmental  regula- 
tions in  such  a  manner  that  business  men  can  know  in  advance  what 
they  can  do  and  what  they  cannot  do?  We  must  do  this  or  some  day 
meet  with  a  great  industrial  disaster. 

For  some  time  before  the  Titanic  disaster  representatives  of  the 
wireless  urged  upon  our  government  authorities  the  necessity  for  the 
regulation  of  wireless  instruments,  pointing  out  the  utter  confusion 
that  existed.  Our  Government,  however,  did  not  take  any  action. 
Then  the  Titanic  disaster  came.  You  all  remember  the  wireless  chaos 
that  existed  for  twenty-four  hours.  It  was  impossible  to  ascertain 
what  had  happened  to  the  Titanic  because  there  was  free,  unrestricted 
and  unregulated  competition  among  all  the  wireless  operators,  amateur 
and  professional.  After  the  disaster  the  wireless  people  went  to  Wash- 
ington again,  and  the  authorities  at  once  agreed  that  wireless  must 
be  regulated  by  the  Federal  Government  in  order  to  eliminate  the 
evils  that  existed  and  preserve  to  the  people  the  good  that  existed. 
But  it  took  the  great  Titanic  disaster  to  make  them  see  the  necessity 
for  it.  Must  we  have  a  titanic  industrial  disaster  before  our  Govern- 
ment can  see  the  necessity  for  co-operation  and  agree  that  we  must 
have  Federal  regulation  of  our  great  interstate  and  international  in- 
dustrial enterprises  in  order  to  eliminate  the  evils  that  exist  and  pre- 
serve to  the  people  the  good  that  exists? 

A  proper  settlement  of  the  great  economic  questions  that  confront 
this  country  to-day  is  just  as  important,  just  as  vital  to  the  future 
prestige  of  this  country  and  to  the  future  prosperity  of  our  people,  as 
was  a  proper  settlement  of  the  great  questions  that  brought  on  our 
war  of  1776  and  our  internal  struggle  of  1861,  The  men  of  1776  and 
the  men  of  1861  were  keenly  alive  to  the  vital  importance  of  the  prob- 
lems that  confronted  them  and  which  they  had  to  solve.  They  were 
self-sacrificing  enough  to  give  not  only  of  their  time,  thought  and 
money,  but  patriotic  enough  to  give  even  their  lives  and  their  sons* 


lives  to  a  solution  of  their  problems.  Are  we  of  to-day  as  self-sacrific- 
ing, as  patriotic  as  they  were?  How  many  of  us  are  willing  to  do  a 
little  less  for  our  pockets  and  a  little  more  for  our  people? 

Things  have  come  with  such  comparative  ease  in  this  country  up 
to  date  that  we,  as  a  people,  are  intellectually  lazy ;  we  talk  much  and 
think  little.  Earnest,  deep,  continuous  thought  on  our  problems  is 
what  we  lack  and  what  we  need.  Our  problems  are  grave  and  must  be 
properly  solved  if  our  country  in  the  future  is  to  meet  with  that  meas- 
ure of  prosperity  to  which  our  people  are  entitled. 

We  are  not  called  upon  to  make  sacrifice  to  the  extent  of  life  itself, 
but  we  are  called  upon  to  make  a  sacrifice  in  time,  in  thought : 

Time  enough  to  participate  in  public  affairs; 

Thought  enough  to  reach  down  to  the  roots  of  our  troubles ; 

Thought  enough  to  realize  the  great  economic  changes  that  are 
taking  place  in  the  world ; 

Thought  enough  to  realize  that  no  section  of  our  country  can  pros- 
per unless  the  whole  country  prospers;  that  no  section  can  suffer 
without  all  sections  suffering; 

Thought  enough  to  realize  that  we  have  reached  a  point  in  the 
development  of  our  country  where  we  need  to  increase  our  foreign 
trade,  and  that  each  year  in  the  future,  as  our  population  increases, 
we  shall  more  and  more  need  to  develop  our  foreign  commerce; 

Thought  enough  to  realize  that  we  cannot  expect  and  never  shall 
get  the  kind  of  foreign  trade  relations,  the  reciprocal  trade  agreements 
that  we  need  and  must  have,  so  long  as  we  place  in  governmental 
positions  men  of  second  and  third  rate  ability  and  experience — men  far 
inferior  in  training  and  intellectual  equipment  to  the  men  holding  simi- 
lar positions  in  the  nations  with  which  we  need  to  establish  advantage- 
ous trading  relations. 

If  any  of  you  merchants  wanted  to  buy  a  large  bill  of  goods  in 
Europe  you  would  hardly  send  as  your  representative  a  man  whose 
only  qualification  was  that  he  could  make  an  eloquent  speech,  or  had 
saved  some  one  from  drowning;  you  would  not  send  a  man  who  knew 
absolutely  nothing  about  the  business  in  question,  for  you  would  know 
that,  if  you  did  so,  you  would  lose  out  in  the  trade. 

Many  of  our  problems  are  problems  of  business  statesmanship  and 
require  business  statesmen  for  their  solution.  Many  feel  that  the 
South  cannot  shake  off  the  domination  of  the  Democratic  Party,  but 
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it  certainly  can  shake  off  the  domination  of  the  self-seeking,  ineffi* 
cient  representatives  that  you  and  the  country  generally  are  sending  to 
the  National  Capitol.  We  must  draft  men  who  understand  our  great 
economic  problems  and  who  are  willing,  from  patriotic  motives,  to 
surrender  some  pecuniary  gain  and  to  go  to  Washington  with  the  single 
purpose  of  advancing  the  broad  future  welfare  of  this  country.  You 
may  think,  as  many  of  you  do  think,  that  such  men  will  not  respond, 
but  they  will  if  the  call  is  earnest  enough.  Harding  of  Birmingham  re- 
sponded and  in  doing  so  made  a  great  pecuniary  sacrifice.  All  honor 
to  him,  say  I.  He  points  the  way ;  it  is  up  to  you  to  see  that  other  men 
in  the  South  follow. 

As  a  sample  of  the  lack  of  business  statesmanship  on  the  part  of 
our  government  officials,  take  the  incident  of  the  Chinese  loan  worked 
up  by  the  bankers  of  this  country  and  Europe  two  years  ago.  The 
present  Administration  protested  against  our  bankers  participating  in 
the  transaction  and  our  bankers  withdrew.  The  loan  was  subse- 
quently made  by  European  bankers  and  it  was  paid  to  China  largely  in 
merchandise.  For  instance,  Austria  participated  in  that  loan  and  did 
it  by  her  bankers  taking  Chinese  bonds,  selling  those  bonds  to  individ- 
uals in  Austria,  and  with  the  proceeds  buying  merchandise  from  mer- 
chants in  Austria  and  shipping  it  to  China  in  payment  for  the  bonds. 
This  was  done  with  the  co-operation  and  approval  of  the  Austrian 
Government;  it  co-operated  with  the  Austrian  bankers,  co-operated 
with  the  Austrian  investors,  co-operated  with  the  Austrian  merchants, 
and  enabled  the  Austrian  merchants  to  make  business  connections 
with  merchants  in  China  and  open  up  new  channels  of  trade.  All  these 
advantages  went  to  Austria  and  several  other  European  countries 
when  they  might  just  as  well  have  come  to  the  United  States. 

When  our  bankers  proposed  to  participate  in  the  Chinese  loan  our 
Government  should  have  adopted  a  policy  of  co-operation.  Instead, 
it  adopted  a  policy  of  elimination.  It  should  have  seen  to  it  that  the 
loan  was  made  on  proper  and  honorable  terms ;  it  should  have  done 
everything  in  its  power  to  promote  the  undertaking.  That  is  precisely 
what  England  has  always  done,  what  Germany  has  always  done,  what 
every  other  enlightened  nation  does.  If  our  bankers  were  making  an 
unfair  or  improper  arrangement  our  Government  should  have  stepped 
in  and  adjusted  it.  This  should  have  been  done,  not  as  a  favor  to 
bankers,  but  to  protect  our  individual  investors  to  whom  the  bankers 


were  going  to  sell  the  bonds,  for  it  was  these  individual  investors  and 
not  the  bankers  who  would  have  been  injured  in  the  future  had  any- 
thing gone  wrong  with  the  security  offered  by  China.  Our  Govern- 
ment should  also  have  co-operated  for  the  purpose  of  opening  up  new 
channels  of  trade  between  American  merchants  and  Chinese  mer- 
chants,— new  markets  for  Southern  cotton,  new  markets  for  Northern 
manufactured  goods.  In  place  of  doing  this  we  threw  away  a  great 
opportunity  and  China  went  to  Europe  for  her  loan  and  opened  up 
new  channels  of  trade  between  her  merchants  and  merchants  in 
Europe. 

This  most  unfortunate  incident  occurred  because  the  men  who 
handled  the  matter  were  densely  ignorant  of  the  fundamentals  in- 
volved. They  were  and  are  good  political  talkers  but  mighty  poor 
business  statesmen.  We  have  been  so  busy  raising  big  crops  of  wheat 
and  cotton  that  we  have  neglected  to  raise  statesmen  big  enough  to 
know  how  and  where  to  market  these  crops  after  they  have  been 
raised. 

Just  now  we  are  in  the  midst  of  another  affair  where  a  sad  lack  of 
business  statesmanship  is  bringing  industrial  chaos  to  all  sections 
of  our  country.  I  refer  to  the  new  tariff.  In  place  of  being  made  by 
experts  on  the  subject,  by  men  capable  of  framing  a  tariff  law  along 
scientific  and  reciprocal  lines,  it  has  been  made,  as  all  our  other  tariffs 
have  been  made,  by  politicians  along  political  lines. 

During  the  last  thirty  years  we  have  had  at  least  five  revisions 
of  the  tariff  and  several  attempts  at  revision, — practically  a  continuous 
performance  of  tariff  tinkering  for  politics  only,  with  the  result  that 
nobody  has  been  satisfied,  business  has  been  periodically  upset  and 
millions  of  workers  have  often  been  in  sore  distress.  We  have  never 
had  and  never  shall  have,  under  existing  conditions,  a  fair  and  properly 
balanced  tariff  schedule.  What  we  must  have  is  a  permanent  expert 
non-partisan  Tariff  Commission. 

A  number  of  efforts  have  been  made  for  Tariff  Boards  and  Tariff 
Commissions,  both  temporary  and  permanent,  and  numerous  bills 
have  been  introduced.  None  of  these  bills,  however,  has  given  the 
proposed  Commission  the  latitude  and  the  power  it  must  have  if  the 
country  is  to  receive  the  relief  and  benefits  it  so  sorely  needs.  Gen- 
erally speaking,  bills  have  simply  provided  for  a  Commission  to  study 
the  question,  and  to  "speak  when  it  was  spoken  to,"  whereas  power  of 
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initiative  should  be  given,  also  power  to  hear  complaints  and  to  make 
reports  or  recommendations.  If  we  are  to  have  a  change  in  the  method 
of  tariff-making  that  is  worthy  of  our  day  and  generation,  we  must 
have  a  non-partisan  Tariff  Commission,  the  personnel  of  which  will 
command  the  full  confidence  of  the  people,  and  it  must  be  given 
authority  and  facilities  to  deal  with  the  subject  in  a  big  way.  Given 
this,  public  sentiment  will  surely  see  to  it  that  the  recommendations  of 
the  Commission  are  followed  by  Congress. 

The  Commission  should  be  a  sort  of  Tariff  Court,  to  which  the 
people  of  any  industry  may  at  any  time  apply ;  and  upon  demonstrating 
that  injustice  has  been  done  and  that  relief  is  necessary,  steps  can  be 
taken  to  have  the  matter  promptly  acted  on  by  Congress. 

Under  the  Constitution,  Congress  cannot  delegate  the  enactment 
of  tariff  rates  to  a  Commission.  It  can  and  should,  however,  delegate 
to  such  Commission  general  supervision  over  the  preparation  of  tariff 
schedules;  and  Congress  should  be  guided  by  the  expert  advice  that 
such  a  Comriiission  would  be  able  to  give.  Congress  has  the  power  to 
wholly  disregard  the  recommendations  of  such  a  Commission,  and 
absolutely  ignore  it ;  but  as  members  of  Congress  would  undoubtedly 
find  such  a  course  unpopular,  there  would  be  little  likelihood  of  their 
doing  so. 

Nothing  is  more  important  to  the  South  and  to  our  country  as  a 
whole  than  to  have  this  Commercial  Congress  co-operate  at  once  with 
other  commercial  and  industrial  bodies  throughout  the  country  in  a 
movement  to  take  the  tariff  out  of  politics  through  the  establishment  of 
a  permanent  expert  non-partisan  Tariff  Commission. 

Next  to  the  shockingly  incompetent  manner  in  which  our  tariff  has 
been  made  comes  the  shockingly  incompetent  manner  in  which  our 
great  business  problems  have  been  handled.  Crowding  the  tariff  hard 
for  first  place  as  a  trump  card  for  politicians  has  been  the  hullabaloo 
that  has  been  kept  up  all  over  our  land  for  twenty  years  over  the  Sher- 
man Law.  When  a  man  could  not  be  elected  to  office  on  the  tariff 
issue  he  has  been  elected  on  the  Sherman  Law,  and  vice  versa.  In- 
vestigation after  investigation  has  been  made ;  suit  after  suit  has  been 
brought;  great  industrial  companies  have  been  dissolved,  with  in- 
creased profits  to  inside  stockholders  and  increased  cost  of  product  to 
outside  consumers ;  every  known  method  that  could  be  concocted  under 
the   law   has   been   resorted  to  by   politicians  to  harass  and   injure 
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business,  all  under  the  pretext  of  helping  the  people.  But  what  has 
come  of  it  all  up  to  date?  Just  this:  millions  of  dollars  in  lawyers' 
fees,  many  political  jobs  for  many  politicians,  and  many  business  fail- 
ures and  innumerable  lost  opportunities  for  this  country's  business. 

For  years  business  in  this  country  has  been  and  now  is  the  football 
of  politics  and  politicians.  The  tariff  and  the  Sherman  Law  have  been 
the  great  asset  of  our  politicians,  the  greatest  liability  of  our 
merchants. 

Something  was  fundamentally  wrong  when  the  Sherman  Law  was 
passed,  and  it  was  this:  with  the  advent  of  steam  and  electricity  the 
opportunity  of  men  of  extraordinary  ability  to  get  together,  to  co* 
operate,  was  greatly  enhanced.  Under  these  conditions  many  men 
took  undue  advantage  of  their  opportunities  and  did  things  that  were 
detrimental  to  the  public  welfare  and  greatly  to  the  pecuniary  ad- 
vantage of  themselves.  Seeing  this  condition  our  politicians  of  that 
day  tried  to  strike  at  the  growing  evil  by  passing  the  Sherman  Law. 
Their  intent  was  commendable,  for  it  was  to  correct  and  prevent 
abuses.  Their  act  was  lamentable,  for  it  has  corrected  and  prevented 
few,  if  any,  abuses  and  has  hampered  and  not  facilitated  business.  In 
place  of  striking  at  bigness  in  business  they  should  have  struck  at  un- 
fairness in  business,  for  it  should  be  the  "function  of  law  to  define  and 
punish  wrongdoing  and  not  to  throttle  business."  The  men  who  drew 
the  Sherman  Law  failed  to  diagnose  the  situation  correctly ;  they  mis- 
took certain  symptoms  for  the  disease,  they  did  not  comprehend  the 
great  evolution  that  steam  and  electricity  were  bringing  to  the  business 
world.  They  simply  saw  the  new  evils  that  were  creeping  into  it,  and 
instead  of  striking  at  those  evils  they  tried  by  man-made  law  to  wipe 
out  God-given  economics. 

The  experiment  has  been  an  utter  failure,  as  every  thoughtful  man 
knows.  What  we  should  have  had  and  what  we  should  have  now  is  a 
law  supplementing  the  common  law  in  some  respects,  notably  a  law 
making  it  a  criminal  offense  to  issue  watered  stock ;  to  issue  false  an- 
nual statements;  a  law  requiring  Federal  incorporation,  with  the 
fullest  publicity  and  strict  governmental  regulation  in  the  case  of 
large  interstate  and  international  industrial  companies  where  owner- 
ship is  widespread.  The  Sherman  Law  has  required  none  of  these 
things,  and  the  result  has  been  that  the  people  have  been  fleeced  out 
of  untold  millions. 
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As  Europe  increases  the  number  and  size  of  her  Dreadnoughts,  our 
Government  adds  to  the  number  and  size  of  our  Dreadnoughts.  Why? 
Because  we  know  that  in  case  of  war  it  would  be  silly  for  us  to  attempt 
to  fight  European  Dreadnoughts  with  a  fleet  of  old-fashioned  wooden 
frigates.  This  is  our  Government's  position  in  regard  to  our  Navy, 
whereas  it  is  exactly  the  reverse  in  regard  to  our  business ;  for  while 
European  countries  have  been  building  up  great  powerful  business 
dreadnoughts  in  the  way  of  large  industrial  units,  our  Government 
has  been  destroying  our  business  dreadnoughts  by  tearing  down  our 
great  industrial  units;  and  it  has  the  temerity  to  tell  us  that  we  can 
successfully  wrest  trade  from  these  great  European  industrial  dread- 
noughts by  sallying  forth  and  attacking  them  with  a  fleet  of  old- 
fashioned  industrial  frigates. 

While  other  countries,  particularly  Germany,  have  been  fostering 
the  upbuilding  of  industrial  units  we  have  been  smashing  ours,  with  a 
resultant  loss  so  large  that  it  cannot  be  measured.  For  instance,  at 
almost  the  moment  that  the  Standard  Oil  Company  was  being  dis- 
solved during  the  Taft  administration  the  small  German  oil  companies 
joined  in  a  petition  to  their  Government,  urging  it  to  make  haste  and 
do  something  to  repel  the  onward  march  in  German  territory  of  the 
great  Standard  Oil  octopus  of  America,  pointing  out  the  injury  that 
was  being  done  to  their  business  and  praying  for  relief.  Can  you  ask 
for  better  proof  that  the  Standard  Oil  Company  was  of  very  great 
value  to  our  country  in  foreign  trade  than  the  fact  that  the  German 
oil  companies  became  so  alarmed  at  its  success  that  they  cried  out  in 
unison  to  their  Government  for  help? 

Now  I  am  not  holding  a  brief  for  the  Standard  Oil  Company.  It 
may  have  done  any  number  of  things  that  were  wrong  and  injurious; 
but  it  has  been  a  phenomenal  commercial  success  throughout  the 
world,  and  before  breaking  it  up  our  Government  should  at  least  have 
tried  the  experiment  of  regulating  and  controlling  it,  eradicating  any 
evils  that  may  have  existed  and  preserving  for  this  country  the  vast 
power  for  good  that  existed. 

Gentlemen,  every  one  of  you  and  your  associates  at  home  are 
to  a  certain  extent  responsible  for  this  state  of  affairs — ^responsible 
because  you  have  neglected  your  civic  duties,  because  you  have  let 
politics  go  hang.  You  have  thought  it  didn't  make  any  difference 
whether  John  Doe  or  Richard  Roe  went  to  Congress  from  your  dis- 
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trict.  You  have  allowed  him  to  have  nomination  and  election  for  the 
asking.  Is  it  not  time  to  call  a  halt?  Is  it  not  time  in  politics  as  in 
business  for  the  office  to  seek  the  man, — not  the  man  the  office? 

The  political  party  that  represents  your  section  of  the  country 
still  professes  to  believe  in  State's  rights,  in  old-fashioned  competitive 
methods  in  business,  and  in  a  tariff  made  on  a  log-rolling  basis  only. 
Those  beliefs  belong  to  antediluvian  times  and  have  no  place  in  the 
economics  of  our  present  reconstruction  period.  So  long  as  those 
archaic  theories  are  persisted  in  and  the  attempt  is  made  to  fit  them 
to  modern  actualities,  neither  the  South  nor  the  Nation  can  enjoy  the 
prosperity  the  great  New  World  offers.  Whatever  your  politicians 
may  think,  however  they  may  act,  do  not  you  business  men  agree  with 
nie  that  the  only  way  for  the  new  South  to  have  her  proper  place  in 
the  great  New  World  is  by  declaring  for  Nationalism,  for  co-operation, 
for  a  tariff  for  prosperity  only,  prosperity  for  one  and  all?  If  so,  I  be- 
lieve that  this  Commercial  Congress  before  it  adjourns  should  pass 
ringing  resolutions  to  this  effect;  that  it  should  publish  them  broadcast 
throughout  the  country,  and  place  them  on  file  at  Washington.  By 
so  doing  it  would  not  only  render  a  great  service  to  the  South  but  an 
inestimable  service  to  the  entire  country. 

The  whole  world  is  passing  through  a  mighty  period  of  recon- 
struction. Individuals,  communities,  nations  have  all  had  to  recon- 
struct, rebuild, — socially,  materially,  mentally.  Some  men  of  narrow 
minds  have  said  that  we  must  rebuild  on  the  old  lines;  others  have 
been  quick  to  see  how  impossible  it  was  to  do  any  such  thing;  they 
have  had  the  vision  to  see  the  wonderful  opportunity  that  has  been 
and  is  ours  to  rebuild  on  bigger,  better,  broader,  more  efficient,  more 
humane  lines.  We  cannot  go  back  to  the  old  if  we  would.  We 
must  go  on  with  the  new ;  we  must  have  vision,  courage,  faith.  Our 
greatest  need,  therefore,  is  for  men  whose  minds  have  been  recon- 
structed, men  who  have  grown  and  broadened  with  this  mighty  world 
evolution,  men  of  courage,  men  of  vision,  men  of  faith,  men  who  see 
God's  hand,  not  Satan's  hand,  in  all ;  men  who  still  love  and  will  live 
for  our  country  and  its  reconstructed  future.  The  great  New  South 
has  such  men,  and  I  have  faith  that  they  will  answer  their  country's 
call. 
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New  York,  April  7,  191 5. 

To  the  Business  Man  and  Student  of  Business: 

Sir : — ^Thc  reprinted  article  by  Judge  Elbert  H.  Gary,  Chairman  of 
the  United  States  Steel  Corporation,  which  this  letter  accompanies,  is 
the  second  fundamental  article  upon  business  by  an  experienced  and 
successful  business  man  which  has  been  republished  from  the  pages 
of  THE  MARKET  WORLD  and  sent  to  many  thousands  of  the  lead- 
ers of  business  and  other  thinking  men  throughout  the  country.  It  is  the 
intention  of  the  Editors  of  THE  MARKET  WORLD  to  republish  in 
pamphlet  form  from  time  to  time  articles  containing  the  best  thought 
of  leaders  of  business  upon  the  larger  principles  and  present  require- 
ments of  business  in  the  United  States,  and  to  give  them  similarly  wide 
circulation. 

The  purpose  of  the  Editors  is  two-fold : 

(i)  To  spread  as  widely  as  possible  at  this  critical  time  the  best 
that  is  thought  and  said  about  business  by  those  who  really  know  it ; 

(2)  To  interest  business  men  and  students  of  business  every- 
v^  here  in  the  United  States  is  what  THE  MARKET  WORLD  is  doing 
in  the  way  of  bringing  about  sound  and  effective  thinking  upon  the 
economics,  the  experience,  the  legal  and  political  status  of  business 
'  in  the  country ;  and  to  win  the  support  of  these  business  men  and 
students  of  business  as  subscribers  to  the  paper  and  regular  readers 
of  it. 

The  present  article  by  Judge  Gary  and  other  republished  articles 
that  may  reach  you  are  examples  of  the  quality  of  THE  MARKET 
WORLD.  Week  after  week  it  contains  articles  embodying  the  best 
ideas  of  the  best  business  minds  we  have.  A  wealth  of  other  matter 
which  men  of  affairs  cannot  afford  to  neglect  is  also  to  be  found  regu- 
larly in  its  pages.  Is  it  not  worth  your  while  to  support,  by  becoming  a 
regular  reader,  the  one  paper  in  the  country  which  is  rendering  this 
service  to  business  men  ? 

THE  EDITORS. 
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Co-operation  in  American  Business 


A  Vital  Principle  for  Procuring  Pros- 
perity in  the  United  States  by  Means 
of    Industrial   and   Social  Efficiency* 


An  Article  Contributed  to  The  Market  World  and  Chronicle 

March  27,  1915 

By 

ELBERT  H.  GARY 


Rcpubuihcd  iiom 

The  Market  Vorld  aad  Chronicle 

80  Vail  Sifeet,  New  York 


FOREWORD 


A  danger  ever  present  for  democracies,  or  nations  organized  upon 
the  democratic  principle,  is  that  they  should  lose  their  common  and 
coherent  purposes,  sliould  (all  into  divided  and  even  antagonistic  inter- 
ests, and  should  forget  the  general  welfare  in  the  midst  of  the  efforts  of 
certain  classes  or  sections  to  obtain  an  advantage  over  the  others.  It 
has  been  the  unhappy  history  of  democracies  in  the  past  that,  while 
during  the  period  of  their  creation  and  establishment  they  have  been 
inspired  l)y  the  fervor  and  governed  by  the  unanimity  of  the  great 
struggle  for  an  object  desired  by  all,  they  have  later  fallen  into  a  kind 
of  distraction  and  loss  of  creative  energy  through  the  inability  of  their 
citizens  to  remain  steadfast  to  common  principles  or  to  co-operate 
to  common  ends.  Internally,  they  have  lost  efficiency,  and  hence 
vigor  and  prosperity,  because  their  domestic  contentions  have  revolved 
about  the  desires  of  a  part  and  not  about  the  good  of  the  whole ;  exter- 
nally, they  have  gradually  yet  certainly  given  ground  to  other  nations, 
because  their  lack  of  consciously  united  strength  has  been  not  only  a 
continual  handicap  to  them  in  the  unending  competitive  contest  in  the 
economic  field,  but  also  a  perpetual  source  of  political  weakness.  This 
having  been  the  experience  of  democracies  in  the  past,  it  is  not  with- 
out reas(m  that  the  great  modern  democracies,  including  our  own. 
are  still  often  called  by  thinking  persons,  "experiments  in  govern- 
ment." In  the  minds  of  the  judicious  it  is  not  yet  an  assured  fact  that 
these  democracies  will  endure.  What  is  an  assured  fact,  in  the  opinion 
of  the  judicious,  is  that  they  will  not  endure,  unless  they  can  demon- 
strate their  ability  to  think  and  act  harmoniously,  and  not  sectionally 
or  factionally. 

What  has  just  been  said  obviously  applies  to  the  United  States, 
and  more  to-day  than  ever  before  in  the  history  of  the  country.  To 
remain  a  triumphant  democracy  we  must  have  broad  and  firm  co-oper- 
ation of  thought  and  action,  resolutely  maintained  as  our  public  policy 
and  as  the  policy  governing  all  our  industrial  and  social  activities. 
And  the  duty  of  seeing  to  it  that  this  principle  prevails  can  lie  nowhere 
else  than  with  our  business  men.  who  in  the  last  resort  must  be  de- 
pended upon  for  leadership  in  our  affairs.  This  is  the  lesson  of  Judge 
Gary's  article,  printed  in  the  following  pages. 

THE  EDITORS, 

The  Market  World  and  Chrotiiclc. 


CO-OPERATION   IN   AMERICAN   BUSINESS 


By  Elbert  H.  Gary 
Chairman,  United  States  Steel  Corporation 

WE  are  living  in  a  vital  period.  Never  before  within  our 
memory  has  there  been  a  time  when  so  many  problems 
fundamental  to  true  progress  presented  themselves  to 
thinking  men.  These  problems  call  for  expert  examination,  clear 
thought  and  sober  judgment.  They  are  not  merely  the  problems 
directly  arising  from  the  disturbance  and  distress  occasioned  all  over 
the  world  by  the  great  struggle  now  going  on  in  Europe,  though  these 
alone  are  perhaps  the  greatest  problems  with  which  mankind  has  ever 
had  to  deal.  The  problems  I  have  specifically  in  mind,  however,  are 
larger  even  than  these;  they  reach  into  the  future.  They  have  to  do 
with  the  whole  scheme  of  the  organization  of  society  and  its  interests, 
especially  as  regards  those  things  that  must  always  primarily  concern 
the  great  majority  of  men  and  women,  namely,  the  industry,  com- 
merce and  other  activities  which  form  the  basis  of  their  individual  and 
social  welfare  and  which  enable  them  to  be  efficient,  both  individually 
and  also  socially  and  politically.  Here  in  the  United  States,  particu- 
larly, we  are  in  more  than  one  sense  at  a  parting  of  the  ways.  We 
are  all  naturally  preoccupied  at  the  moment  with  the  restoration  of 
the  national  prosperity  which  has  been  interrupted  by  the  operation 
of  the  new  tariff,  by  the  great  war  and  by  other  causes.  The  war 
itself  is  making  it  clear  that  the  real  question  is  larger  than  this.  We 
want  prosperity;  but  we  want  it  solid  and  enduring.  We  want  to 
make  sure  that,  while  our  free  institutions  are  maintained  in  a  more 
vigorous  condition  than  ever,  we  do  not  get  out  of  step  with  the 
onward  progress  of  the  world  and  thus  fail  to  hold  our  own  with 
nations  that  may  be  learning  the  secrets  of  progress  faster  and  better 
than  we  are. 

Correct  decisions  leading  to  just  action  during  the  next  few 
critical  years  will  mean  much  to  the  solidity  and  permanence  of  this 
Republic.    The  continuance  of  misunderstandings,  of  mutual  criticism, 


and  of  working  at  cross  purposes  among  the  men  and  groups  of  men 
who  arc  shaping  our  destinies,  may  serve  to  carry  us  into  errors  from 
which  a  full  recovery  may  not  be  possible.  I  may  quote  here  what  I 
said  recently  in  another  connection: 

"The  tendency  of  the  times  during  the  last  few  years  seems  to 
have  been  opposed  to  business  progress.  This  has  been  shown  in 
publications,  utterances  of  public  speakers,  introduction  of  many 
vicious  bills  into  the  legislative  branches  of  Government,  the  passage 
of  some  unfavorable  laws  and,  in  some  instances;  a  disposition  to  go 
beyond  reason  and  justice  in  the  effort  to  administer  the  laws. 

"The  reason  for  these  adverse  conditions  has  been  partly  the  fault 
of  the  business  men.  We  had  become  more  or  less  careless  in  man- 
agement, indifferent  to  the  rights  and  interests  of  others,  regardless  of 
our  responsibilities  toward  those  for  whom  we  had  become  trustees, 
as  directors,  officials  or  otherwise,  and  unmindful  of  the  general  public 
welfare.  I  make  no  personal  reference  and  have  no  individual  or 
corporation  in  mind.  All  of  us  failed  to  measure  fully  up  to  our 
obligations. 

**Many  of  those  who  criticised  were  actuated  by  the  best  of  motives, 
others  by  the  desire  for  notoriety  or  individual  advancement.  The 
effect  was  bad  and  in  many  instances  not  justified." 

The  great  war  which  is  now  shaking  Europe  and  the  world  has 
served  to  arouse  many  dormant  intellectual  and  moral  forces,  not 
the  least  among  which  are  the  forces  of  economic  and  political  analysis. 
Behind  the  clash  of  armies,  trained  economists  and  students  of  the 
welfare  of  nations  perceive  world  problems,  whose  working  out,  suc- 
cessfully or  unsuccessfully,  will  determine  the  future  of  all  peoples, 
whether  now  included  among  the  belligerents  or  not.  The  issues  are 
not  merely  the  victory  or  defeat  of  the  one  or  the  other  group  of  these 
belligerents,  but  great  fundamental  principles  of  human  progress.  The 
financial  and  commercial  convulsion  of  the  whole  world  at  the  out- 
break of  the  war;  the  sudden  and  painful  discovery  that  no  country 
now-a-days  can  live  for  itself  alone ;  the  sharp  realization  that  even 
nations  at  peace  and  remote  from  the  conflict  must,  by  a  strong  and 
dependable  co-ordination  of  their  own  affairs,  be  prepared  for  the 
difficulties  arising  from  such  a  conflict, — these  and  other  impressive 
lessons  of  the  war  in  Europe  have  stirred  the  minds  of  thinking  men 
everywhere  to  reconsider  their  vague  and  often   merely   traditional 


ideas  of  what  is  good  for  peoples,  taken  either  collectively  or  indi- 
vidually. Probably  there  is  now  a  consensus  of  opinion,  among  those 
whose  judgment  is  worth  having,  that  after  the  war  is  concluded  it 
will  no  longer  be  possible  for  a  great  nation  to  go  on  in  a  happy-go- 
lucky  way,  with  no  common  purposes  and  aims,  if  it  desires  to  remain 
a  permanent  force  in  the  world,  holding  its  place  in  the  vanguard  of 
progress. 

It  may  safely  be  said  that  history  has  not  recorded  a  great 
human  catastrophe  which  carried  for  the  world  so  vivid  and  unmis- 
takable a  demonstration  of  fundamental  truths.  Many  great  events 
are  capable  of  misinterpretation ;  but,  it  seems  to  me,  the  present  war, 
whatever  may  be  the  differences  of  opinion  as  to  its  diplomatic  pre- 
liminaries, stands  forth,  in  the  eyes  of  the  far-seeing  statesman  and 
of  the  wise  economist,  clear  and  clean-cut  as  regards  the  great  ultimate 
conclusions  to  be  drawn  from  it.  Fundamentally,  I  believe  this  war 
was  made  possible  by  the  failure  of  men  and  women  constituting  great 
populations  to  insist  upon  the  application,  in  respect  to  their  economic 
activities  and  interests,  of  the  simple  Christian  principles  of  mutual 
forbearance  and  co-operation  which  they  avowed  as  a  religious  or 
social  creed.    As  I  said  in  an  address  delivered  during  October  last : 

"Without  giving  reasons  in  detail  at  the  present  time,  I  venture 
the  opinion  that  the  struggle  for  commercial  supremacy  was  the 
underlying  cause  of  the  war,  or  at  least  had  a  decided  influence  upon 
its  precipitation ;  that  the  questions  at  issue  largely  relate  to  dollars 
and  cents.  And  many  believe  that  if  representatives  of  the  different 
nations  had  previously  met  in  a  spirit  of  friendly  and  considerate  in- 
quiry for  the  purpose  of  definitely  and  finally  settling  the  financial 
interests  of  each,  all  trouble  could  have  been  averted." 

It  is  believed  that  the  idea  here  suggested, — namely,  that  deliber- 
ately chosen  representatives  of  the  nations  now  at  war  could  have 
averted  hostilities  and  saved  the  world  all  the  unspeakable  suffering 
and  waste  of  the  titanic  struggle,  if  only  this  course  had  been  pursued, 
— is  one  that  must  commend  itself  to  every  thinking  person  who  has 
had  an  opportunity  to  observe  how  much  can  be  accomplished  in  the 
way  of  reconciling  even  inveterate  and  passionate  differences  between 
men  through  the  use  of  frankness,  fairness  and  reasonableness  in  the 
discussion  and  determination  of  their  respective  rights.  But  whether 
this  be  carrying  reliance  upon  right  reason  too  far  or  not,  the  principle 


involved  is  sound.  A  nation  is  an  aggregation  of  individuals.  Its 
standards  reflect  the  ideals  of  the  active  majority  of  its  people.  If 
thib  active  majority  is  not  co-ordinated  and  united  in  spirit,  if  it  knows 
nothing  of  the  co-operation  of  citi/en  with  citizen,  class  with  class, — 
if,  in  short,  it  is  simply  a  great  undisciplined,  unruly,  envious  and 
bickering  family, — then  the  nation  can  hardly  be  depended  upon  to 
act  with  singleness  or  loftiness  of  purpose,  whether  in  a  great  emer- 
gency, or  in  the  continuous  daily  development  of  its  prosperity  and 
national  welfare  in  general.  In  the  address  from  which  I  have  just 
quoted,  I  made  use  in  another  passage  of  a  personal  experience  which 
brings  out,  in  a  field  where  it  has  actually  been  tried,  the  scope  of 
the  idea  in  mind.    With  some  omissions,  the  passage  is  as  follows: 

**.\bout  three  years  since,  a  few  representative's  of  the  iron  and 
steel  industry  of  this  country  had  the  privilege  of  meeting  in  Great 
Britain  and  Continental  Europe  the  leading  representatives  of  the 
iron  and  steel  manufacturing  interests  of  the  world.  For  several 
days  we  were  in  close  association  with  those  men  and  became  well 
acquainted  with  them  and  the  spirit  and  motives  which  dominated 
their  attitude  and  treatment  of  one  another.  The  countries  represented 
included  England,  Scotland,  Wales,  Belgium,  France,  Germany,  Aus- 
tria, Italy,  Russia.  Spain,  Hungary.  Canada  and  the  United  States. 

*'A11  were  active  competitors,  individual  concerns  of  a  single  coun- 
try with  each  other  and  each  country  with  all  other  countries.  Never- 
theless, it  was  evident  that  a  feeling  of  business  friendship  permeated 
the  minds  and  influenced  the  conduct  of  these  men,  and  this  in  the 
main  tended  to  establish  and  uphold  an  orderly  and  profitable  man- 
agement of  the  affairs  entrusted  to  them. 

"If  the  large  numbers  of  business  men  who  represented  on  this 
memorable  occasion  all  of  the  countries  engaged  in  the  iron  and  steel 
industry  could  have  had  opportunity  to  consider  and  determine  the 
questions  leading  up  to  the  war  which  is  raging  in  Europe  there  xvould 
have  been  no  zvar.  These  intelligent,  experienced,  practical,,  sensible  and 
Christian  men,  being  from  time  to  time  in  close  contact,  and  therefore 
well  acquainted  with  each  other,  would  have  been  patient,  considerate 
and  fair-minded  and  would  have  made  adjustments  and  reached  con- 
clusions calculated  to  protect  the  interests  of  all  and  to  prevent  the 
possibility  of  the  present  deplorable  hostility." 

I  do  not  desire  in  this  article  to  analvzc  the  merits  of  the  cause 


of  one  or  the  other  side  in  the  European  War.  nor  to  compare  the 
national  efficiency  of  the  several  belligerent  nations.  But  whatever 
may  be  our  personal  sympathies  or  opinions  in  connection  with  this 
subject,  there  appears  to  be  a  general  agreement  that  the  chief  reason 
for  Germany's  recently  acquired  national,  industrial  and  commercial 
prominence  is  the  spirit  of  co-operation  running  through  the  entire 
economic  and  social  life  of  the  country.  The  conscious  aim  of  the 
Government  of  Germany  and  of  the  leaders  of  German  thought  and  of 
German  business,  ever  since  the  Franco- Prussian  War,  has  been  to 
bring  into  harmonious  co-ordination,  without  the  waste  of  the  blind 
antagonisms  and  competitions  of  the  various  classes  of  the  productive 
population,  all  the  constructive  and  progressive  efforts  of  the  German 
people.  From  the  standpoint  of  a  neutral  nation,  it  can  hardly  be 
denied  that  there  is  food  for  thought  in  the  following  account  of  their 
application  of  the  principle  just  mentioned  to  the  needs  of  the  great 
national  crisis  that  had  arisen.  The  Imperial  Vice-Chancellor,  Herr 
von  Delbruck,  is  reported  to  have  commented  upon  the  effectiveness 
of  the  German  industrial  and  commercial  organization  and  its  ability 
to  withstand  the  shock  of  war  and  the  extraordinary  demands  made 
upon  it  by  the  necessities  of  war,  in  ihe  following  language: 

"I  had  a  talk  with  the  gentlemen  representing  the  control  of  the 
sugar  industry,  and  in  fifteen  minutes  we  had  settled  all  the  questions 
affecting  it.  I  met  other  men  and  we  quickly  settled  the  textile  and 
chemical  industries.  I  met  representatives  of  all  the  agricultural 
organizations,  and  in  an  hour  we  had  settled  all  questions  pertaining 
to  the  food  supply.  Cicrmany.  as  no  other  country,  is  centralized  in- 
dustrially as  well  as  economically,  giving  us  an  organization  which 
makes  us  unconquerable,  economically  and  industrially.*' 

Comparisons  are  not  necessary  in  this  article.  The  object  of  this 
quotation  is  to  set  forth  a  practical  application  of  the  economic  prin- 
ciple of  co-operation  on  a  large  scale.  The  deduction  proper  to  draw 
is  that  a  great  nation  like  the  United  States,  with  its  immense  prob- 
lems, no  longer  local  but  inevitably  and  increasingly  international  as 
they  must  become,  should  give  deep  thought  to  the  example  which 
has  thus  been  afforded  to  the  world  of  what  may  be  done  along  certain 
very  definite  lines  of  co-operative  organization,  not  for  the  benefit  of 
the  few  but  for  that  of  the  many :  not  for  the  benefit  of  a  particular 
class  but  for  that  of  the  entire  nation. 


It  is  worth  remarking  at  this  point  that  almost  unconsciously 
we  have  ourselves  had  the  benefits  of  co-operation  brought  home  to 
us  by  the  necessities  we  have  had  to  meet  in  the  months  since  the 
European  War  broke  out.  As  all  remember,  our  financial  and  eco- 
nomic situation  in  the  earlier  part  of  1914  was  not  all  that  could  be 
desired.  In  fact,  many  of  our  great  industries  were  in  a  depressed 
and  even  embarrassed  condition.  The  gradual  recovery  from  the 
strain  of  1907  had  been  in  a  measure  checked  by  a  variety  of  forces. 
There  were  reasons,  however,  for  expecting  an  improvement  in  the 
near  future.  Then,  all  at  once  the  whole  industrial  fabric  was  tempo- 
rarily paralyzed  by  the  sudden  diversion  of  the  great  forces  of  trade 
and  industry  from  their  proper  object  to  the  vast  destruction  of  human 
life  and  of  accumulated  capital.  And  the  consequences  were  so  tre- 
mendous, even  for  us,  that  there  had  to  be  co-operation  lest  all  should 
1)0  destroyed.  Finance,  industry,  commerce,  both  domestic  and  inter- 
national, were  compelled  to  work  together,  or  go  down  in  general 
ruin.  The  story  can  never  be  completely  told  of  the  extent  of  the 
mutual  assistance  given,  of  the  courageous  and  unselfish  standing  by 
those  caught  in  the  maelstrom,  of  the  disinterested  co-operation  of  the 
most  diverse  interests,  in  order  that  the  wheels  of  industry  might  con- 
tinue to  turn  and  the  ways  of  commerce  continue  to  be  open.  At 
length  it  can  be  said  without  undue  optimism  that  the  skill  and  courage 
of  our  citizens  working  together  has  brought  this  country  into  a  posi- 
tion of  substantial  adjustment  to  the  changed  conditions.  It  seems 
probable,  moreover,  that  the  impulse  which  has  been  given  to  men's 
minds  by  the  crisis  through  which  we  have  passed  will  make  the  final 
adjustment  of  all  the  consequences  of  war,  when  it  comes,  more  funda- 
mental and  more  lasting  than  it  otherwise  could  have  been.  It  is 
certain  that  the  attitude  of  awakened  attention  and  of  creative  interest 
in  economic  problems  which  this  world  catastrophe  has  produced  in 
the  United  States  will  tremendously  hasten  the  time  when  public 
opinion  here  will  undertake  a  permanent  solution  of  questions  pro- 
foundly affecting  our  welfare  as  a  people,  of  which  we  had  begun  to 
catch  glimpses  some  time  before  the  effects  of  the  war  suddenly  and 
violently  brought  them  home  to  our  minds,  but  which  we  were  not 
yet  ready  to  act  upon. 

As  long  ago  as  the  panic  of  1907  and  its  aftermath  of  trouble  in 
this  country,  it  had  begun  to  be  clear  to  some  of  us  that  the  industrial 
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and  commercial  interests  of  the  United  States  had  become  too  vast 
and  too  complex  to  be  left  in  their  old-time  hap-hazard  and  disorgan- 
ized condition  without  grave  danger  of  recurrent  crises  and  panics, 
probably  each  more  severe  than  the  last  with  the  passage  of  the  years. 
Some  method  of  integration  and  co-ordination  had  become  a  necessity 
from  the  point  of  view  of  the  public  good.  I  believed  then  that  I 
could  see  signs  that  this  lesson  of  1907  was  being  appreciated  among 
business  men ;  and  on  January  2,  1908,  as  light  was  beginning  to  break 
after  the  darkness  of  the  panic  year  proper,  I  made  the  following  com- 
ments upon  the  situation,  which  were  published  in  the  "Xcw  York 
Herald" : 

"The  experiences  of  the  last  year  have  been  of  great  value.  \Xe 
have  been  extravagant  in  every  direction,  and  have  been  compelled 
10  realize  it.  We  understand  better  than  ever  before  that  our  financial 
.-ystem  is  not  perfect,  and  that  there  is  need  of  some  changes  in  basis 
and  in  methods.  Better  supervision  and  improved  management  have 
been  shown  to  be  necessary.  We  appreciate  more  fully  that  a  good 
banker  may  not  be  fit  to  operate  a  blacksmith's  shop,  nor  a  blacksmith 
fit  to  manage  a  bank.  Moreover,  it  may  be  safe  to  assert  that  most,  if 
not  all,  of  the  people  now  believe  that  publicity  in  regard  to,  and 
regulation  of,  large  enterprises  are  more  important  to  be  considered 
than  the  mere  question  of  the  right  of  such  enterprises  to  exist. 

"One  of  the  factors  to  be  borne  in  mind  is  the  disposition  which 
now  exists  in  the  minds  of  managers  of  some  lines  of  industry  to 
co-operate.  Xever  before  has  this  subject  been  given  so  much  thought 
and  attention.  It  may  prove  to  be  very  important.  The  effort  is  to 
base  action  on  fair  and  open  dealing.  Competition  is  not  to  be  stifled, 
but  rather  to  be  encouraged  by  the  competitors  themselves.  This  may 
be  a  departure  from  old  methods;  still  it  should  be  beneficial  to  all 
concerned.** 

Since  these  words  were  spoken,  much  has  been  done  in  the  direc- 
tion of  industrial  co-operation  in  this  country.  As  I  thought  then,  I 
think  now :  that  the  most  terrible  waste  possible  is  human  waste.  If 
industrial  development  has  a  place  in  the  progress  of  civilization  it 
should  be  organized  upon  a  basis  of  elimination  of  preventable  human 
waste.  It  should  not  be  carried  out  along  the  very  principle,  or  lack 
of  principle,  which,  as  between  the  nations  of  Europe,  has  been  so 
powerful  a  contributing  cause  to  the  present  war.     It  should  not  be 


carried  out  along  lines  of  unrestrained  and  cut-throat  competition, 
which  is  itself  hardly  different,  in  many  of  its  cardinal  phases,  from 
actual  war. 

More  than  this,  as  we  look  back  over  what  has  been  happenini^r 
in  the  business  world  in  this  country  since  1907,  and  particularly  as 
we  reflect  upon  the  co-operative  spirit  displayed  during  the  past  seven 
or  eight  months  of  strain  and  anxiety,  we  become  more  convinced  that 
very  great  progress  has  been  made  among  our  business  men  towards 
the  comprehension  and  in  some  degree  the  realization  of  the  idea  of 
co-operation  which  was  pointed  to  in  1908  as  one  of  the  most  hopeful 
signs  of  recovery  from  the  depression  of  the  panic  of  1907.  While  it 
is  true  that  this  has  been  very  little  perceived  or  appreciated  in 
political  circles  and  that  the  tone  and  temper  of  legislation  have  shown 
almost  accentuated  acrimony  in  respect  of  tendencies  whose  necessity 
has  been  becoming  apparent  to  far-sighted  business  men,  there  is 
abundant  evidence  among  the  latter  class  that  their  minds  are  turning 
more  and  more  to  the  ideal  of  industry  and  commerce  conducted  along^ 
co-operative  rather  than  wastcfully  competitive  lines.  The  desire  for 
organized  efficiency  has  always  been  particularly  strong  in  Americans, 
and  possibly  no  other  people  has  ever  carried  organization  and  effi- 
ciencv  in  an  individualistic  sense  farther  than  have  we.     Now  it  is 
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rapidly  dawning  upon  the  clearest  thinking  of  our  citizens  that  there  is 
still  a  higher  kind  of  efficiency  than  that  of  competitive  individualism, 
namely,  the  efficiency  of  properly  devised  and  safe-guarded  co- 
operation. 

This  raises  the  question  why  there  has  not  been  a  more  rapid 
acceptance  by  the  American  public  generally  of  the  principle  of  the 
higher  efficiency  made  possible  by  such  co-operation  and  co-ordina- 
tion in  industry  and  commerce  as  have  been  producing  the  remarkable 
results  referred  to  in  Germany.  Why  is  it  that  in  a  people  like  ours, 
in  which  efficiency  has  always  been  a  passion  and  organization  has 
achieved  some  of  its  greatest  triumphs  in  certain  limited  fields,  there 
has  not  been  a  fuller  application  of  the  principle  that  general  organiza- 
tion on  co-operative,  instead  of  brutally  competitive,  lines,  yields  the 
highest  results  in  efficiency,  both  for  the  several  branches  of  industry 
and  commerce  and  for  the  people  as  a  nation  ? 

I  think  there  are  two  reasons  which  may  be  given.  One  has  to  do 
with  the  difference  in  the  conditions  which  have  characterized  the 
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economic  growth  of  the  United  States  and  of  Gennaiiy.  In  the  latter 
country  the  natural  resources  at  hand  have  been  strictly  limited.  The 
population  of  nearly  70,000,000  souls  is  crowded  into  an  area  of  208,794 
square  miles,  on  a  basis  of  nearly  317  persons  to  the  square  mile.  In 
the  United  States,  the  wealth  of  national  resources  has  been  as  pro- 
verbial as  has  been  the  lavish  extravagance  with  which  we  have  con- 
sumed them.  Our  vast  area  of  over  3,000,000  square  miles  liberally 
supports  our  population,  on  a  basis  of  less  than  twenty-eight  persons 
to  the  square  mile.  Organization  and  co-operation  in  the  German 
sense  have  not  been  forced  upon  us  by  our  environment;  and  we  are 
only  gradually  awakening  to  the  fact  that  our  resources  are  not  limit- 
less, and  that  the  waste  of  natural  and  human  material  is  radically 
WTong,  no  matter  how  vas*  our  resources. 

The  other  obstacle  to  the  growth  of  co-operation  in  the  United 
States  has  been,  perhaps,  an  inherent  repugnance  on  the  part  of  most 
of  us  towards  any  relinquishment  of  individual  liberty.  Few  Ameri- 
cans would  combat  this  tendency.  It  is  fundamental  to  the  safety  of 
the  great  experiment  in  free  government  which  we  are  trying  in  this 
country. 

Just  here,  however,  comes  in  the  lack  of  clear  thinking  which  is 
the  chief  obstacle  that  remains  to  be  overcome  before  we  have  the 
fuller  application  of  the  principles  of  co-operation  in  the  United  States. 
The  proper  application  of  those  principles  does  not  restrict,  but  rather 
increases  the  liberty  of  the  individual.  The  security  to  the  industrial 
worker,  through  co-operation,  in  respect  to  greater  safety,  shorter 
hours,  more  continuous  employment,  and  a  share  in  the  increased 
profits  which  these  conditions  bring  about,  should  certainly  not  be 
considered  other  than  an  increase  of  personal  liberty.  In  industry, 
as  with  the  individual,  liberty  is  not  so  much  a  matter  of  freedom 
from  restraint  as  it  is  the  acquirement  in  increasing  measure  of  the 
rewards  of  labor,  both  of  the  mind  and  of  the  hands,  through  intelli- 
gent and  mutually  helpful  meeting  and  overcoming  of  the  obstacles 
which  must  be  met  each  dav. 

But  a  sharp  distinction  must  be  drawn.  The  application  of  effi- 
ciency by  organized  and  co-operating  units  of  the  people  who  are 
doing  the  work  is  totally  different  from  the  imposition  of  organization 
by  the  government.  In  this  vital  matter  it  seems  possible  that  the 
temper  of  the  .American  people  differs  from  the  temper  of  the  German 
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people.  And  it  may  be  proper  to  ask  the  question  as  to  whether  the 
proper  development  of  the  co-operative  principle  in  the  United  States 
has  s}f>i  been*  hampered  by  the  fear  which  various  experiments  in 
pateriialism  have  instilled  into  a  large  body  of  our  citizens,  that  a 
National  Government  by  Commission  was  being  unreasonably  imposed 
upon  them.  We  need  publicity  and  we  need  wise  government  super- 
vision for  the  prevention  of  abuses ;  but,  subject  to  these  checks,  the 
co-operation  of  individual  initiative  is  alone  consistent  with  the  politi- 
cal and  social  ideas  of  this  country. 

In  the  era  of  clearer  thinking  in  the  United  States,  into  which 
we  arc  about  to  pass,  and  whose  coming  has  been  greatly  hastened 
by  the  war  in  Europe,  it  seems  probable  that  a  careful  analysis  of  these 
obstacles  will  be  made,  and  that,  with  a  full  understanding  of  the 
facts,  there  will  come  correct  judgments  on  the  part  of  the  public. 
Then  there  should  follow  not  only  co-operation  within  the  various 
industries,  but  among  all  industries, — in  fact,  among  all  the  great  con- 
structive forces  which  form  our  national  strength.  The  object  of  this 
I)aper,  however,  is  not  to  furnish  that  analysis,  but  to  state  the  problem. 

The  guiding  principle  of  the  day  should  not  be :  "Let  us  be  pros- 
perous"— but  rather  the  broader  one.  "Let  there  be  light."  The  rule- 
of-thumb  days  are  passing.  It  is  pre-eminently  necessary  for  the 
people  to  be  rid  of  panaceas  and  propagandists,  of  political  theorists 
and  demagogues,  and  to  return  once  more  to  the  simple  facts  as  they 
are  developed  by  experience.  Let  us  emphasize  these  basic  truths,  and 
the  judgment  of  the  average  thinking  man  may  be  relied  upon  to  evolve 
the  principles  of  action  which  are  essential  to  the  prosperity  and  happi- 
ness, if  not  to  the  very  existence,  of  the  nation. 
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